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FOREWORD 
 

The 2020 Tax Handbook provides a description of each state tax and certain other revenue categories.  The 
Handbook also includes a 20-year history of the collections and distributions for each revenue category, as well as 
summaries of all statutory revisions between the 2014 and 2020 legislative sessions.  A listing of statutory changes 
prior to the 2014 legislative session is available on the Joint Legislative Budget Committee (JLBC) website located at 
http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf.  Appendix D provides the estimated dollar value of individual 
tax law changes enacted by the Legislature since FY 1989. 
 
The Tax Handbook includes tables that provide the estimated impact of tax credits and exemptions to the Sales 
Tax, Individual Income Tax, Corporate Income Tax, and Insurance Premium Tax sections.  These tables were 
prepared by the Office of Economic Research and Analysis at the Arizona Department of Revenue. 
 
Each entry in the Tax Handbook includes the following sections (where applicable): 
 
• Description – a comprehensive narrative description of the tax or revenue source. 
• Distribution – a 20-year history of collections and a description of how the tax is distributed by fund or shared 

with other jurisdictions such as cities and towns. 
• Who Pays – a description of who is legally responsible for the payment of the tax or fee. 
• Revenue Base and Rate – a definition of the tax base, a discussion of exemptions, if any, and a description of 

the tax rate(s). 
• Tax Refunds and/or Credits – a description of circumstances under which tax refunds are made, and/or credits 

are allowed. 
• Payment Schedule – due dates, delinquency dates, and payment schedules, as well as an explanation of how 

the tax or fee is remitted to the state. 
• Impact of Statutory Changes – includes statutory changes from 2014 through 2020.  As noted above, statutory 

changes prior to 2014 are available on the JLBC website. 

http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf
http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf
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TRANSACTION PRIVILEGE TAX 
 
 
DESCRIPTION 
 
The transaction privilege tax (TPT) is a gross receipts tax levied by the State of Arizona on certain persons for the 
privilege of conducting business in the state.  Although TPT is commonly referred to as Arizona’s sales tax, it differs 
from the “true” sales tax imposed by many other states as it is imposed upon the seller rather than the buyer of 
the taxable item.  Although the seller may pass the burden of the tax onto the buyer, the seller is the party that 
remains ultimately liable to the state for the tax.  
 
TPT is currently imposed under 16 separate business classifications: retail, transporting, utilities, 
telecommunications, publication, job printing, pipeline, private car line, commercial lease, transient lodging, 
personal property rental, mining, amusement, restaurant, prime contracting, and online lodging marketplace.  The 
state tax rates for the various classifications are as follows:  5.5% for the transient lodging (hotel/motel) and online 
lodging marketplace classification, 3.125% for the mining classification, 0% for the commercial lease (rental of real 
property for commercial use) classification, and 5.6% for all other TPT classifications.  (Note that Laws 1993, 2nd 
Special Session, Chapter 9 reduced the state TPT rate on commercial leases to 0%, beginning in FY 1998.)   
 
TPT is imposed on the total gross receipts of taxable businesses, with the exception for prime contractors, who are 
taxed at 65% of their gross receipts.  As of January 1, 2015, prime contractors are not subject to tax on the gross 
receipts from contracts for the maintenance, repair, replacement or alteration (MRRA) of real property if such 
contracts do not include modification activity.   
 
All gross receipts are subject to tax (under one of the 16 TPT classifications) unless specifically exempted or 
excluded by statute.  Exemptions and deductions under one TPT classification cannot be used under another 
classification unless specifically provided by law.   
 
Chart 1 illustrates the relative importance of the major TPT categories.  Retail is the largest TPT category and 
comprised 54% of total state sales tax collections in FY 2020.  Other large categories are restaurants and bars, 
prime contracting, and utilities. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TPT is the state’s single largest revenue source, representing 46% of total General Fund revenues in FY 2020.  A 
significant portion of state sales tax revenues is shared with the counties and cities.  This revenue sharing occurs 
through the distribution base, described in further detail in the Distribution section below. 
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From June 2001 through June 2021, the state is levying an additional 0.6% tax exclusively dedicated to education. 
The 0.6% education tax, which was approved by voters in November 2000 and commonly referred to as 
Proposition 301, is not subject to the regular TPT distribution.  Proposition 301 raised the general state TPT rate 
from 5.0% to 5.6%, beginning in June 2001.  The 0.6% education tax generated $808.5 million in FY 2020.  Laws 
2018, Chapter 74 extends the additional 0.6% education sales tax through June 30, 2041.   
 
From June 2010 through May 2013, the state levied an additional 1.0% tax exclusively for public primary and 
secondary education, health and human services, and public safety.  The 3-year 1.0% tax, which was approved by 
voters in May 2010 and commonly known as Proposition 100, was not subject to the regular TPT distribution.  
Proposition 100 increased the state TPT rate from 5.6% to 6.6% from June 2010 through May 2013.  In June 2013, 
the state TPT rate returned to 5.6%.  The temporary 1.0% tax generated $864 million in FY 2011, $916 million in FY 
2012, and $962 million in FY 2013. 
 
Of the state’s 15 counties, all but 1 (Maricopa) are authorized by statute to impose a general excise tax.  All sales 
subject to state TPT are also subject to the applicable county general excise tax.  By statute, the county general 
excise tax cannot exceed 10% of the regular state TPT rate.  Subject to voter approval, any county may levy a 
transportation excise tax.  Other county excise tax options are:  jail tax, capital projects tax, and tax on county 
judgment bonds.   
 
There are 3 statutes that authorize county governments to levy a transportation excise tax.  All such statutes 
provide the allowed amount as a percentage of the state TPT rate (which is 5%) and require county voters to 
approve any taxes. 
 
A.R.S. § 42-6105 permits a transportation excise tax of up to 0.5% to be levied within Maricopa County.  A.R.S. § 
42-6106 permits the Regional Transportation Authority (RTA) of any county other than Maricopa to levy a 
transportation excise tax of up to 0.5%. 
 
A.R.S. § 42-6107 permits counties to levy an additional 0.5% in transportation excise taxes.  These collections, 
however, must be deposited pursuant to A.R.S. § 28-6397, which is restricted to counties with populations of 
400,000 or less.  Maricopa and Pima counties, therefore, are not able to levy the additional 0.5% under this 
provision. 
 
Laws 2019, Chapter 50 amends A.R.S. § 42-6106 to permit the RTA of any county other than Maricopa to levy a tax 
rate of up to 20% of the state TPT rate, or 1.0%.  As noted above, the 1.0% rate cap includes levies under both 
A.R.S. § 42-6106 and A.R.S. § 42-6107.  Because all counties other than Maricopa and Pima already can levy a rate 
of up to 1.0% (0.5% under A.R.S. § 42-6106 plus 0.5% under A.R.S. § 42-6107) and A.R.S. § 42-6106 excludes 
Maricopa County, Chapter 50 only affects Pima County.        
 
Unlike the county general excise tax, the imposition of Arizona city transaction privilege taxes is separate and 
distinct from the imposition of state TPT.  Instead, cities in Arizona use the Model City Tax Code (MCTC) as the 
basis for imposing their privilege taxes.  MCTC is a uniform sales and use tax act that has been adopted by most 
cities in Arizona.  Although MCTC is intended to facilitate tax base uniformity among cities, the code authorizes 
cities to exempt or tax certain items that are not part of the standard or “model” language of the code.  
 
DISTRIBUTION 
 
TPT revenues are shared with Arizona’s counties and cities through a complex system of formulas established in 
statute.  See Table 1 for amounts distributed.  Legislative changes to the state sales tax usually have local 
government impacts, unless otherwise specified through hold harmless provisions (provisions designed not to 
harm local governments). 
 
Distribution.  The Department of Revenue (DOR) transmits all sales tax revenues to the State Treasurer, separately 
accounting for payments of estimated taxes, the transient lodging tax, transaction privilege and severance taxes on 
mining and timber collected from businesses located on Indian reservations, and education sales taxes.  The 
aforementioned tax collections have dedicated uses.  All other sales tax revenues are credited to a clearing 
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account.  A portion of transaction privilege and severance taxes referred to as the distribution base is designated 
for distribution to counties, cities, and other purposes pursuant to A.R.S. § 42-5029D4.  (The allocation of 
distribution base monies to special purposes is described on the following pages.)  After the required distributions 
to counties, cities, and other special purposes, remaining distribution base monies are credited to the General 
Fund (see Table 1 and Table 4).  The portion of sales tax revenues (non-shared) not designated to the distribution 
base is directly credited to the General Fund.  
 
As previously mentioned, revenues collected from the 1.0% tax under Proposition 100 were not distributed to 
counties and municipalities, nor other government entities.  Two-thirds of the additional revenue from the 1.0% 
tax was appropriated to public primary and secondary education and the remaining one-third was appropriated to 
both health and human services and public safety.   

Revenues collected from the 0.6% Proposition 301 tax go directly toward education programs.  For a more 
extensive discussion of the specific uses of education tax revenues, please refer to the Department of Education – 
Basic State Aid Formula Summary section of the FY 2021 Appropriations Report.   
 
Monies in the distribution base are allocated on a monthly basis in the following way: 
 
– 25% is paid to the cities in proportion to their population based on the last U.S. decennial census [A.R.S. § 42-

5029(I)], special census [A.R.S. § 42-5033], or the most recent annual population estimates by the U.S. Census 
Bureau [A.R.S. § 42-5033.01]. 

 
– 40.51% is paid to the counties according to the formula described below. 
 
– The remaining 34.49% is retained by the state and used to make various allocations and appropriations 

specified by statute.  (General Fund retains the distribution base monies that remain after the required 
allocations and appropriations.)  

 
In total, the counties receive 40.51% of distribution base revenues.  The amount that each county receives is 
determined by the following calculations: 
 
1. 38.08% of the total TPT distribution base is calculated. 
 
2. 2.43% of the total TPT distribution base is calculated. 
 
3. Each county's share of the 38.08% portion of the TPT distribution base is calculated using an average of 

percent of total point-of-sale and percent of total net assessed valuation for secondary property taxes. 
 
4. Each county's share of the 38.08% portion of the TPT distribution base is calculated using an average of 

percent of total point-of-sale and percent of total population based on the last U.S. decennial census [A.R.S. § 
42-5029(I)], special census [A.R.S. § 42-5033], or an approved mid-decade population estimate [A.R.S. § 42-
5033.01].  (For more details, see Laws 2016, Chapter 258.)   

 
5. The shares that each county would receive under the 2 previous steps are compared, with the larger of the 2 

amounts selected for each county.  The "new" amounts are added for all 15 counties to determine the 
difference between this total and the sum of the 38.08% proportions.  This difference is subtracted from the 
sum of the 2.43% proportions calculated in Step 2. 

 
6. Any monies remaining from the 2.43% portion are distributed among all 15 counties based on Step 4's 

combined percentage.  Add the amount for each county from this step to the total for each county from Step 
5 to get the total amount to be distributed to each county for the month. 

 
The remaining 34.49% of distribution base revenue is allocated to various purposes as provided by A.R.S. § 42-
5029(D)(4), including expansion of the Phoenix Convention Center, school capital finance, multipurpose facilities, 
construction of a bridge and improvement of a highway at Phoenix International Raceway, the Tourism and Sports 
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Authority (TSA) and certain public infrastructure improvements.  The TSA’s share of distribution base monies is 
equal to the amount of sales taxes collected at the University of Phoenix Stadium.  In addition, some monies are 
transferred to the Water Quality Assurance Revolving Fund, as required by A.R.S. § 49-282.  After these 
distributions have been made, the remainder is credited to the General Fund.  From this amount, the following 
distributions are subject to appropriation: 
 
1) Department of Revenue (DOR) receives monies sufficient to cover administrative expenses. 
2) Department of Economic Security (DES) receives monies for the purposes stated in Title 46, Chapter 1 (public 

welfare, out-of-wedlock pregnancy prevention, and aging). 
3) The Firearm Safety and Ranges Fund receives $50,000 derived from retail sales taxes collected during the 

current fiscal year. 

 
Multipurpose Facility Districts 
Laws 1997, Chapter 297 expanded existing legislation that authorized county stadium districts to include 
multipurpose facilities, defined as facilities located in the district to accommodate sporting, entertainment, 
cultural, civic, and convention events and meetings.  The legislation also expanded the ability to form a district to 2 
or more municipalities located within a county and authorized these districts to generate TPT revenue.  If a district 
were to construct a facility, the state would divert one-half of the state TPT revenues generated at the facility from 
the General Fund to the district. 
 
Laws 1999, Chapter 162 required the state to pay a county multipurpose facility district one-half of all the TPT 
revenue received each month from all persons doing business at a multipurpose facility or generated from the 
construction of a multipurpose facility.  In no case are the monthly payments to exceed the net new revenues 
generated in a given month compared to the TPT revenues generated in the same month during the year prior to 
the vote authorizing the creation of the district.  Payments were to begin when the district board of directors 
delivered to the State Treasurer a resolution requesting payment and would continue for 10 years after either the 
commencement or completion of the primary component of the facility, at the option of the district.  Chapter 162 
required that the publicly-owned components of the district cost at least $200 million to construct.  The definition 

Table 1 
COLLECTIONS AND DISTRIBUTION * 

 
Fiscal Year 

 
General Fund 

 
Cities 

 
Counties 

 
Proposition 301 

 
Proposition 100 

 
Total  

 2020 $5,391,912,921 $589,351,732 $954,985,547 $808,452,299 $376,358 $7,745,078,857 
 2019 $5,096,751,256 $561,049,351 $909,124,368 $760,874,328 $128,605 $7,327,927,908 
 2018 $4,787,462,504 $528,094,832 $855,724,866 $712,903,811 $184,694 $6,884,370,707 
 2017 $4,506,407,358 $496,532,025 $804,580,493 $670,788,089 $(246,291) $6,478,061,674 
 2016 $4,313,942,592 $476,773,305 $772,563,464 $645,012,218 $198,681 $6,208,490,260 
 2015 $4,189,263,497 $459,176,964 $744,050,353 $626,400,822 $1,760,338 $6,020,651,974 
 2014 $3,985,881,580 $437,628,967 $709,133,978 $601,853,602 $8,422,920 $5,742,921,047 
 2013 $3,778,863,746 $411,117,897 $666,175,440 $567,824,410 $962,171,977 $6,386,153,470 
 2012 $3,652,165,656 $392,475,912 $635,967,967 $542,394,529 $915,835,541 $6,138,839,605 
 2011 $3,448,016,988 $373,259,250 $604,829,288 $514,345,951 $864,501,708 $5,804,953,185 
 2010 $3,422,528,509 $356,997,763 $578,479,176 $513,589,704  $4,871,595,152 
 2009 $3,756,407,238 $387,050,618 $627,176,822 $558,899,709  $5,329,534,387 
 2008 $4,353,564,848 $447,060,657 $724,417,089 $645,827,821  $6,170,870,415 
 2007 $4,457,494,716 $462,037,141 $748,684,984 $666,184,022  $6,334,800,863 
 2006 $4,273,358,451 $439,120,139 $711,550,274 $628,471,192  $6,052,500,056 
 2005 $3,661,168,623 $376,212,970 $609,615,497 $538,346,435  $5,185,343,525 
 2004 $3,294,788,319 $340,535,844 $551,804,282 $487,214,807  $4,674,343,252 
 2003 $3,033,877,715 $316,406,294 $512,704,759 $447,841,034  $4,310,829,802 
 2002 $3,000,431,898 $311,693,101 $505,067,501 $439,004,543  $4,256,197,043 
 2001 $2,983,552,245 $312,676,402 $506,661,075   $3,802,889,722  

 
* The figures displayed in this table include revenues collected from the sales tax and its affiliated taxes – the use tax, mining and timber severance 

taxes, jet fuel taxes, and the rental occupancy tax.  The table excludes funds distributed to multipurpose facility districts and other special 
distributions. 
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of a multipurpose facility was broadened to include secondary components such as parking lots and garages, on-
site infrastructure, artistic components, public parks, plazas, and some commercial facilities.  Chapter 162 was 
effective retroactively from July 1, 1998. 
 
Rio Nuevo 
In 1999, Tucson voters approved Proposition 400 authorizing the creation of a development area called the Rio 
Nuevo Multipurpose Facility District.  This district, which receives a diversion of state TPT to finance the 
development of a multipurpose facility and supporting projects, stretches east from Downtown Tucson along the 
retail-intensive Broadway Corridor. 
 
Background 
Several pieces of legislation paved the way for the creation of the Rio Nuevo District.  Laws 1990, Chapter 390 
introduced the concept of a county stadium district, permitting Maricopa County to impose a 0.25% TPT for 3 
years upon the award of a Major League Baseball franchise.  These tax revenues could then be used to finance the 
construction of a stadium, either directly or by securing district bond obligations. 
 
Laws 1997, Chapter 297, expanded the county stadium district concept to include multipurpose facilities located in 
the district such as those used for sporting, entertainment, cultural, civic, meeting or convention events.  Laws 
1999, Chapter 162 then increased the revenue payments to these districts by allowing them to retain the state’s 
share of TPT from sales of secondary businesses that are deemed “necessary or beneficial” to the development of 
the primary component multipurpose facility.  This law also limited TPT payments to the lesser of:  (1) 50% of 
collections or (2) revenues net of those received prior to the year of the election authorizing the district.  This 
method of permitting a local area to use the state’s tax collections to finance local development projects with the 
expectation that future tax collections will increase as a result is known as tax increment financing.  Lastly, Laws 
1999, Chapter 172 required the facility’s municipality to spend a matching amount on projects by the district’s 
expiration date in order to receive state TPT revenues. 
 
Creation of the Rio Nuevo Multipurpose Facility District 
Tucson voters approved Proposition 400 in November 1999, establishing the Rio Nuevo Multipurpose Facilities 
District from 1999 to 2009.  The ballot information for Proposition 400 described Rio Nuevo as a development 
project of cultural and recreational amenities and improvements, historical recreations, and mixed-use 
developments.  The District’s limits begin west in downtown where the primary component multipurpose facility, 
the Tucson Convention Center, is located.  From downtown, Rio Nuevo then stretches east along the Broadway 
Corridor encompassing the District’s secondary component businesses.  Management responsibilities were given 
to a District Board made up of 4 Directors appointed by the Tucson City Council.  Through FY 2020, Rio Nuevo has 
received a total of $196.3 million in TPT distributions from the state (See Table 2).  Laws 2006, Chapter 376 
extended the period Rio Nuevo could receive these payments from 10 years to 25 years (to July 1, 2025).   

 
Reconstituted Rio Nuevo District 
Laws 2009, Chapter 3 reconstituted the District board by replacing the 4-Director body appointed by the city 
council with one made up of 9 Directors appointed by the Governor and the Legislature.  In addition, Chapter 3 
provided that Rio Nuevo would receive state TPT diversions only through July 1, 2025 or the time of last debt 
service payment, whichever would come first.  Laws 2018, Chapter 138 extends the due date for the district to 
operate and receive state TPT distributions to July 1, 2035, or upon the completion of authorized debt service 
payments, whichever occurs later.   
 
Prior to Chapter 138, the district was authorized to use state TPT distributions to service debt on bonds issued by 
the district before January 1, 2009.  The same authority applied to contractual obligations incurred by the district 
before January 1, 2009.  Chapter 138 extended such authority to bonds issued before January 1, 2025 and 
contractual obligations incurred before January 1, 2025.  However, Chapter 138 was further amended by Laws 
2018, Chapter 189, which reinstituted the prior provisions that authorize state TPT distributions only to service 
debt on bonds or contractual obligations issued before January 1, 2009.  State TPT payments to the Rio Nuevo 
District are shown in the Table 2 below: 
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Table 2    
Fiscal Year Distributions 
 2020 $14,478,796 
 2019 $15,958,879 
 2018 $13,562,705 
 2017 $13,988,471 
 2016 $13,008,813 
 2015 $6,958,022 
 2014 $9,486,100 
 2013 $9,755,752 
 2012 $11,957,943 
 2011 $14,099,949 
 2010 $8,727,318 
 2009 $10,399,336 
 2008 $15,456,187  
 2007 $14,974,923  
 2006 $10,968,178  
 2005 $7,469,632  
 2004    $5,081,197  
Total $196,332,201 
    

Source:  DOR, Annual Reports 
 
Phoenix Convention Center Expansion 
In November 2001, Phoenix voters approved a ballot measure that would provide $300 million to expand the 
Phoenix Convention Center from the city fund that was established to pay for construction and expansion of the 
Civic Plaza’s first phase in the 1960s.  Laws 2003, Chapter 266 authorized the expansion of eligible convention 
centers with matching state funds.   
 
Chapter 266 established the Arizona Convention Center Development Fund (ACCDF) for the purpose of enabling 
qualifying cities to develop and expand major convention facilities.  The Phoenix Convention Center expansion 
project is the only project that qualified under Chapter 266. 
 
The state’s obligation for the Phoenix Convention Center project is to pay the debt service and related costs on 
$300 million of construction bonds.  Pursuant to Laws 2003, Chapter 266, the state’s obligation was to begin in the 
first fiscal year after the Certificate of Completion for the project was filed with the State Treasurer, which 
occurred on March 25, 2009.  Under A.R.S. § 9-602D, as added by Chapter 266, the State Treasurer was required to 
transfer $5 million in debt payments from the ACCDF to the City of Phoenix in the first year (FY 2010), $10 million 
in the second year (FY 2011), $15 million in the third year (FY 2012), and $20 million in the fourth year (FY 2013).  
Beginning in the fifth year (FY 2014), the debt payments would increase by $500,000 annually up to a maximum of 
$30 million per year until debt service and related costs would be retired.    
 
Laws 2011, Chapter 28 suspended the State Treasurer’s debt payment from the ACCDF in FY 2012 and changed the 
distribution schedule under A.R.S. § 9-602D for subsequent years.  However, Chapter 28 did not provide the same 
change to the DOR’s distribution schedule under A.R.S. § 42-5030, which requires the department to transfer state 
TPT monies from the distribution base to the ACCDF.  Laws 2015, Chapter 10 conformed DOR’s transfer schedule 
of state TPT monies under A.R.S. § 42-5030 to the State Treasurer’s debt service payment schedule under A.R.S. § 
9-602D.         
 
Public Infrastructure Improvements 
Laws 2012, Chapter 328 authorizes the State Treasurer to pay state prime contracting tax revenues generated 
from qualifying projects to a municipality or county in order to fund up to 80% of the costs of public infrastructure 
improvements (roads, water and wastewater facilities) needed to support the activities of a manufacturing facility 
[A.R.S. § 42-5032.02].  The total amount of state tax dollars paid to cities and counties statewide under Chapter 
328 is capped at $50 million over 10 years.  Chapter 328 is effective from October 1, 2013 through September 30, 
2023.  In order for a city or county to receive state prime contracting tax monies, the manufacturing plant must 
make certain minimum capital investments depending on its location ($500 million in Maricopa and Pima and $50 



Transaction Privilege Tax 
 

- 7 - 

million in all other counties).  The State Treasurer was not allowed to make any payments to a city or county 
before July 1, 2014.  The total amount of statewide distributions to cities and counties was limited to $5 million in 
FY 2015.  The first distributions under the program started in July 2019.  For all of FY 2020, distributions totaled 
$9,723,983. 
 
Monies for public infrastructure improvements are distributed from the state and local share of prime contracting 
taxes generated from qualifying projects. Chapter 328 requires DOR to account separately for prime contracting 
tax revenues generated from qualifying public infrastructure improvements.  While DOR is authorized to disclose 
information to cities and counties regarding the distribution of monies associated with public infrastructure 
improvements, Chapter 328 prohibits DOR and the relevant local government entities from disclosing such 
information to the public.   
 
Laws 2017, Chapter 340 makes several changes to the program, beginning January 1, 2018, including the following: 
(1) provides that prime contracting tax revenues used for purposes of public infrastructure improvement not be 
distributed until 10% of the qualifying capital investment has been made by the manufacturing facility, (2) requires 
the manufacturing facility to file a sworn certification with the Arizona Commerce Authority (ACA) within 180 days 
after commencement of buildings and associated improvements, and (3) requires the manufacturing facility and 
the county or municipality to enter into a written agreement before submitting the certification to ACA.   
 
WHO PAYS 
 
Individuals and Businesses 
Persons or companies engaging in business in the state are legally responsible for payment of the tax.  However, in 
practice TPT is passed on to consumers [A.R.S. § 42-5001]. 
 
"Post-Wayfair" Internet Taxation.  On June 21, 2018, the Supreme Court of the United States (SCOTUS) overruled 
in South Dakota v. Wayfair Inc. a previous decision made by the same court on May 26, 1992 in Quill Corp. v. North 
Dakota, which had required a business with a physical presence inside a state to collect sales tax on transactions 
conducted over the Internet.  While SCOTUS overruled the physical presence ("nexus") requirement under Quill, it 
retained the nexus test under its 1977 ruling on Complete Auto Transit v. Brady.  Under the Complete Auto ruling, 
SCOTUS outlined the conditions to determine whether a state violates the U.S. Commerce Clause.  This is 
effectively a 4-part test that requires the following elements: 
 
1. Substantial nexus (there must be sufficient connection between a taxpayer and the state). 
2. Fair apportionment (the state must not tax more than its fair share of the income of the taxpayer). 
3. No discrimination (the state must not treat out-of-state taxpayers differently than in-state taxpayers). 
4. Services (the tax must be fairly related to the services provided to the taxpayer by the state).    
 
In its June 21, 2018 Wayfair ruling, SCOTUS noted that that South Dakota’s Senate Bill (SB) 106 satisfied the 
substantial nexus requirement under Complete Auto.  (South Dakota's SB 106 expanded the state's sales tax nexus 
beyond the physical presence requirements set forth in Quill and it was the legal challenge of this bill that was 
brought before SCOTUS in South Dakota v. Wayfair Inc.)  Although the Wayfair ruling did not directly address all 
the Commerce Clause tests under Complete Auto (as it relates to SB 106), the Court noted that "South Dakota's tax 
system includes several features that appear designed to prevent discrimination against or undue burden upon 
interstate commerce."  Specifically, the Court referenced: (1) SB 106's “safe harbor” provision under which annual 
sales in South Dakota must exceed $100,000 or include 200 or more transactions for substantial nexus to exist, (2) 
no retroactive tax clause included in the legislation, and (3) that South Dakota has adopted the Streamlined Sales 
and Use Tax Agreement (SSUTA).  Under SSUTA, states agree to a set of "ground rules" to standardize the 
imposition and administration of sales and use taxes, including a single, state-level administration of taxes, a 
simplified tax rate structure, and uniform definitions and rules.   
 
At the end of the 2019 Regular Session, Arizona enacted its own "Wayfair" provisions under Laws 2019, Chapter 
273.  Beginning October 1, 2019, Chapter 273 establishes the economic nexus thresholds under which an out-of-
state business is required to collect and remit tax on retail sales in Arizona, which are as follows: 
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• If the out-of-state business does not conduct sales through a marketplace facilitator, economic nexus applies if 
sales in Arizona exceed $200,000 in calendar year (CY) 2019, $150,000 in CY 2020, and $100,000 in CY 2021 
and thereafter.  

• If the out-of-state business is a marketplace facilitator, economic nexus applies if sales in Arizona from the 
marketplace facilitator's own business or on behalf of at least one marketplace seller exceed $100,000 in the 
calendar year.  

 
Besides establishing the state's economic nexus threshold requirements, Chapter 273 also added new language in 
state statutes with respect to the municipal tax treatment of retail sales, as outlined below.   

• Requires municipal ordinances and other local laws related to the taxation of retail sales to be superseded by 
the state's transaction privilege tax statutes for the retail classification. 

• Provides cities and towns the option to levy a transaction privilege tax on the sale of:   
1. Food for home consumption  
2. Textbooks required by a state university or community college sold at bookstores  
3. Livestock and poultry feed, salt, vitamins and other additives used in the business of farming and ranching  
4. Nonmetalliferous mined materials sold at retail  
5. Works of fine art  
6. Motor vehicles sold to nonresidents or enrolled members of an Indian Tribe. 

• Allows a city or a town to continue to levy an existing transaction privilege tax, which was levied on or before 
May 1, 2019, on the sale of: 
1. Propagative materials, including fertilizers 
2. Implants used as growth promotants and injectable medicine for livestock or poultry 
3. Animals such as horses, sheep, and goats used as breeding or production stock. 
Depending on the size of its population, a municipality can continue levying a tax on these products either 
through December 31, 2019 (if population is more than 50,000) or through June 30, 2021 (if population is 
50,000 or less). 

• Provides cities and towns the option to exempt from tax the sale of paintings, sculptures, or similar works of 
fine art by the original artists.  

• Provides that the Legislature will not move any sales tax classifications other than retail from the Model City 
Tax Code to state statute for a period of 5 years from the effective date of the act. 

 
"Pre-Wayfair" Internet Taxation. The following section discusses the extent to which transactions conducted on 
the Internet were subject to sales tax under the state practices ("pre-Wayfair") in place prior the enactment of 
Laws 2019, Chapter 273.  This includes the "pre-Wayfair" Arizona policy with respect to 3 different Internet sales 
scenarios, as outlined below. 
 
1. A consumer purchases an item on the Internet from a company headquartered out of state that also has a 

store in Arizona.  This can be either a sales tax or a use tax situation, depending on whether the retailer has 
created a semi-separate Internet version of itself.  If the product is shipped from the retailer’s “Internet 
company” located in another state, it is a use tax situation.  If the product is shipped from the local retail 
branch, it is a sales tax situation.  Regardless, the vendor is required to collect the tax because it has a physical 
presence (nexus) in this state. 

 
2. A consumer makes an Internet purchase from an out-of-state company that has no physical presence in 

Arizona but whose products are sold in Arizona retail stores.  For example, consider a situation in which 
vitamins are bought on the Internet from an out-of-state company; this company’s vitamins are also sold in 
Arizona grocery stores.  In this case, the vendor is not responsible for collecting a tax for the state because it 
has no nexus in Arizona.  The purchaser is legally responsible for paying the use tax.   

 
3. A consumer buys something on the Internet from an out-of-state company that has no presence whatsoever 

in Arizona.  Since the vendor has no nexus in Arizona, the purchaser is required to pay the use tax. 
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Tribal Members and Businesses 
Indian tribal members or companies engaged in business activities on the reservation are not subject to the sales 
tax.  This exclusion applies to affiliated Indian members who have been adopted into the tribe and who have 
attained full and unrestricted membership privileges in that tribe. 
 
Non-Indian or non-affiliated Indian retailers engaged in business activities located on the reservation are not 
subject to the sales tax if the activity is performed for an Indian tribal member of the reservation.  The activity is 
subject to the sales tax, however, if it is performed for a non-Indian or non-affiliated Indian. 
 
For business activities performed for Indian tribal members by retailers located off the reservation, those activities 
are subject to the sales tax.  Sales of tangible personal property to an Indian tribal member, however, are not 
subject to the sales tax if the solicitation, delivery and payment of the goods take place on the reservation.  In 
addition, the sale of a motor vehicle to an Indian tribal member who resides on the reservation is exempt from the 
sales tax [A.R.S. § 42-5061]. 
 
Other than motor vehicles sales, there are no specific statutory references related to the imposition of Arizona 
state sales tax on tribal members.  Thus, to facilitate the administration of state sales tax on Indian reservations, 
DOR has adopted sales tax rulings based on the decisions in several court cases.  The most recent ruling, which is 
reflected in the description above, was issued in April 1995 and is referred to as TPR 95-11. 
 
REVENUE BASE AND RATE 
 
In general, the tax base is the gross proceeds of sales or gross income derived by a person from a taxable business.  
However, there are variations between the tax bases of the different classifications of the TPT, as specified in 
A.R.S. § 42-5061 - A.R.S. § 42-5076.  Notably, the contracting tax has a unique tax base.  The tax base for 
contractors is 65% of the value of a contract, based on the assumption that labor costs represent 35% of the value 
of a contract [A.R.S. § 42-5075].  Note, however, Laws 2014, Chapter 263 provides that prime contractors are not 
subject to tax from the gross sale proceeds or gross income resulting from contracts for the maintenance, repair, 
replacement or alteration (MRRA) of real property, if such contracts do not include modification activity.  
 
Exemptions.  There are numerous (over 100) TPT and use tax exemptions provided in statute, such as exemptions 
for food and medicine.  The effect of these exemptions is to reduce the size of the tax base.  See Table 4 for 
specific tax exemption statutes for each sales tax classification.  Attached at the end of this section is the 
Transaction Privilege and Use Tax Expenditures section of DOR’s publication, The Revenue Impact of Arizona’s Tax 
Expenditures, FY 2019.  This document provides a complete listing of the sales tax exemptions and includes the 
estimated FY 2019 revenue impact of each exemption (where available).  Table 3 below lists exemptions with an 
estimated revenue impact of at least $400 million in FY 2019.  The complete list of tax expenditures is shown in 
Attachment A at the end of Transaction Privilege Tax section. 
 

Table 3 
 THE FY 2019 DOLLAR VALUE OF MAJOR SALES TAX EXEMPTIONS 
 
 
Exemptions 

Collections at a  
5% Rate 

Wholesale Trade $5,380,875,404 
Health Care Services 2,169,586,069 
Professional, Scientific and Technical Services 1,076,612,385 
Financial Services 1,008,306,722 
Administrative and Business Support Services 765,246,547 
Prescription Drugs and Medical Oxygen 916,700,911 
Food for Home Consumption 768,236,745 
Commercial Lease 506,889,249 
Other    4,210,858,792 
Total $16,803,312,824 
  Source:  DOR, The Revenue Impact of Arizona’s Tax Expenditures FY 2019 
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Tax Rates.  Once the net tax base is computed, it is multiplied by the applicable tax rate to derive the total tax due.  
The tax rates vary according to the business classification of the taxable activity.  Most categories, however, are 
taxed at the rate of 5.6%.  Table 4 lists the tax rates for each classification.   
 
TAX REFUNDS AND/OR TAX CREDITS 
 
Telecommunications Service Assistance Program.  Local exchange telephone companies may claim a tax credit for 
rate reductions given to elderly low-income persons [A.R.S. § 42-5016]. 
 
Accounting Credit.  Taxpayers are allowed to claim a tax credit against their sales taxes for the expenses incurred 
for accounting and reporting those taxes.  Pursuant to Laws 2017, Chapter 60, the amount of the accounting credit 
depends on whether the taxpayer files a paper return or uses electronic filing.  For taxpayers that file paper 
returns, the credit is 1.0% of the tax due, not to exceed $10,000 in any calendar year.  For taxpayers that file 
electronically, the credit is 1.2% of the tax due, not to exceed $12,000 in any calendar year [A.R.S. § 42-5017]. 
 
PAYMENT SCHEDULE 
 
Due Dates.  TPT is due to DOR every month on or before the 20th day of the month after the month in which the 
tax accrues.  For example, for taxable sales made in January, a tax payment is due to DOR by February 20 [A.R.S. § 
42-5014]. 
 
Delinquency Dates.  For taxpayers that are required or elect to file and pay electronically, tax payments are 
delinquent if not received by DOR on or before the last business day of the month.  (A business day is any day 
except Saturday, Sunday, or a legal Arizona state holiday.)  For taxpayers that file by mail or in person, tax 
payments are delinquent if not received by DOR on or before the business day preceding the last business day of 
the month [A.R.S. § 42-5014].   
 
Penalties.  Any return that is not filed timely is subject to a late filing penalty.  The late filing penalty is the greater 
of 4.5% of the tax reported on the return, or $25.  The penalty is added to the tax for each month or fraction of a 
month elapsing between the due date of the return and the date on which the return is filed.  The total penalty 
cannot exceed the greater of 25% of the tax due, or $100 [A.R.S. § 42-1125].  
 
Alternative Payment Schedules.  DOR may authorize different payment schedules depending on the taxpayer’s 
estimated tax liability or transient nature of the business. 
 
• Taxpayers with an estimated annual tax liability of $2,000 or less may pay on an annual basis.  
• Taxpayers with an estimated annual tax liability of between $2,000 and $8,000 may pay on a quarterly basis.   
• Taxpayers whose business is of a “transient character” may be required to pay on a daily, weekly, or 

transaction-by-transaction basis. 
 
Electronic Tax Filing and Payment Requirements.  Any business that has 2 or more locations or operates under 2 or 
more business names is required to file and pay their taxes electronically.  All other businesses have the option to 
enroll to file and pay electronically.  Laws 2017, Chapter 60 requires that businesses with an annual tax liability of 
at least $10,000 in Calendar Year (CY) 2019 file and pay their taxes electronically.  Chapter 60 lowers the tax 
liability threshold for electronic filing and payments from $20,000 to $10,000 in CY 2019, $5,000 in CY 2020, and 
$500 in CY 2021 and subsequent years. 
 
Estimated Tax Payments.  Taxpayers who pay income taxes and whose business had a combined tax liability for 
transaction privilege, telecommunication services excise, and county excise taxes in the preceding calendar year 
(or can reasonably anticipate a liability of such taxes) of $1.6 million or more must make a single estimated 
advance payment in June of each year.  Normally, the full June tax bill would be due on July 20.  This estimated 
payment is in addition to the regular June sales tax liability (which represents May sales).  Laws 2010, 7th Special 
Session, Chapter 12 lowered the threshold for estimated TPT payments from $1.0 million in annual sales tax 
liability to $100,000 for FY 2010 through FY 2012.  Prior to FY 2007, the threshold for estimated payments was 
$100,000.  Laws 2006, Chapter 351 increased the threshold to $1.0 million.  Laws 2019, Chapter 290 increases the 
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liability threshold for the June estimated payment from $1.0 million to $1.6 million in 2020, $2.3 million in 2021, 
$3.1 million in 2022, and $4.1 million in 2023 and each year thereafter.  In FY 2020, the increase of the liability 
threshold from $1.0 million to $1.6 million is estimated to result in a one-time General Fund revenue loss of 
$(10.3) million.  The one-time revenue losses in FY 2021 through FY 2023 are estimated to be approximately 
$(10.0) million annually. 
 

 
Pursuant to A.R.S. § 42-5014, the estimated tax payment should equal either 1) one-half of the actual tax liability 
for May of the current calendar year, or 2) the actual tax liability for the first 15 days of June of the current 
calendar year.  Estimated payments are due by June 20.  In July of each year, those taxpayers that made estimated 
payments in the preceding month may subtract the amount of June’s estimated payment from their July tax bill.  
 
When the Estimated Payments program was first enacted in 1989 (pursuant to Laws 1989, 2nd Special Session, 
Chapter 1), the estimated payments provided a one-time increase of state revenues by advancing a portion of the 
next fiscal year’s revenues into the current fiscal year.  If the program were ever eliminated, as is periodically 
proposed, it would result in a one-time loss of state revenues.  This is because every July, taxpayers make a “claim” 
for the preceding month’s estimated payment and every June, taxpayers make a counterbalancing estimated 
payment.  Eliminating the June payment leaves the July claim without a counterbalance – and the state with a one-
time revenue loss. 
 
Collections.  DOR was originally required (pursuant to Laws 2013, Chapter 255) to become the single point for 
licensing, filing tax return, and paying state, county, and municipal TPT, beginning January 1, 2015.  However, due 
to the complexity of incorporating the cities’ requirements into DOR’s information technology system, the full 
implementation of this requirement did not begin until January 1, 2017.      
 
IMPACT OF STATUTORY CHANGES 
 
The following section is a summary by year of statutory changes that have been enacted by the Legislature since 
2014. 
   

Table 4 
TRANSACTION PRIVILEGE TAX CLASSIFICATIONS 

 
 
Classification 

A.R.S. 
Exemption 

Statute 

 
 

Tax Rate 

 
 

Distribution Base 1/ 

 
 

Non-Shared Base 2/ 

 
 

Education 3/ 
Retail 42-5061 5.6% 40% of first 5.0% 60% of first 5.0% 0.6% Increment 
Transporting 42-5062 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Utilities 42-5063 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Telecommunications 42-5064 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Publication 42-5065 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Job Printing 42-5066 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Pipeline 42-5067 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Private Car Line 42-5068 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Commercial Lease 42-5069 0.0% 0% 0% None 
Transient Lodging 42-5070 5.5% 50% 50% None 
Personal Property Rental 42-5071 5.6% 40% of first 5.0% 60% of first 5.0% 0.6% Increment 
Mining  42-5072 3.125% 32%  68%  None 
Amusement 42-5073 5.6% 40% of first 5.0% 60% of first 5.0% 0.6% Increment 
Restaurant and Bar 42-5074 5.6% 40% of first 5.0% 60% of first 5.0% 0.6% Increment 
Prime Contracting 42-5075 5.6% 20% of first 5.0% 80% of first 5.0% 0.6% Increment 
Online Lodging Marketplace 42-5076 5.5% 50% 50% None 
____________ 
1/ Represents the portion of revenues that is designated for the distribution base. 
2/ Represents the portion of revenues that is designated for the non-shared base. 
3/ Represents the portion of revenues that is designated for education. 
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2020 LAWS 
 
Laws 2020, Chapter 43 requires estimated payments, for taxpayers with an annual tax liability above the statutory 
threshold, to be made by the last business day in June if the taxpayer is required to make the payment by 
electronic means. 
 
Additionally, Chapter 43 specifies that estimated tax payments made in June of each year, for taxpayers with an 
annual tax liability above a statutory threshold, must be made in the same manner as a taxpayer's regular 
payments. 
 
Laws 2020, Chapter 49 directs, beginning in FY 2022, $64,100,000 each fiscal year collected from the 0.6 percent 
transaction privilege and use tax for education to the Superintendent of Public Instruction for basic state aid, 
rather than to the Classroom Site Fund.  
 
2019 LAWS 
 
Laws 2019, Chapter 50 increases the maximum county transportation excise tax rate pursuant to A.R.S. § 42-6106, 
by itself, or together with the county transportation excise tax rate pursuant to A.R.S. § 42-6107, from 10% to 20% 
of the state Transaction Privilege Tax (TPT) rate that was in effect on January 1, 1990, which.  This has the effect of 
increasing the maximum county transportation excise tax rate from 0.5% to 1.0%. 
 
By way of background information, there are currently 3 statutes that authorize county governments to levy a 
transportation excise tax.  All such statutes provide the allowed amount as a percentage of the state Transaction 
Privilege Tax (TPT), which is currently 5%, and require county voters to approve any taxes. 
 
A.R.S. § 42-6105 permits a transportation excise tax of up to 0.5% to be levied within Maricopa County.  A.R.S. § 
42-6106 permits the Regional Transportation Authority (RTA) of any county other than Maricopa to levy a 
transportation excise tax of up to 0.5%. 
 
A.R.S. § 42-6107 permits counties to levy an additional 0.5% in transportation excise taxes.  These collections, 
however, must be deposited pursuant to A.R.S. § 28-6397, which is restricted to counties with populations of 
400,000 or less.  Maricopa and Pima counties, therefore, are not able to levy the additional 0.5% under this 
provision. 
 
Chapter 50 amends A.R.S. § 42-6106 to permit the RTA of any county other than Maricopa to levy a tax rate of up 
to 20% of the state TPT rate, or 1.0%.  As noted above, the 1.0% rate cap includes levies under both A.R.S. § 42-
6106 and A.R.S. § 42-6107.  Because all counties other than Maricopa and Pima already can levy a rate of up to 
1.0% (0.5% under A.R.S. § 42-6106 plus 0.5% under A.R.S. § 42-6107) and A.R.S. § 42-6106 excludes Maricopa 
County, Chapter 50 only affects Pima County.  Chapter 50 has no direct General Fund revenue impact.  (Effective 
August 27, 2019) 
 
Laws 2019, Chapter 53 requires cities and towns to notify each residential transaction privilege tax licensee who is 
licensed with Department of Revenue and each individual residential rental property of a new or increased tax rate 
at least 60 days before the effective date.  (Effective August 27, 2019) 
 
Laws 2019, Chapter 124 allows the Department of Revenue to administer, collect, enforce and distribute taxes 
levied by a city, town or other taxing jurisdiction on an online lodging marketplace. (Effective August 27, 2019) 
 
Laws 2019, Chapter 163 adds a video service provider (VSP) to the definition of a cable operator and grants the 
powers, duties and responsibilities of a cable operator to a VSP.   
 
Laws 2019, Chapter 189 excludes over-the-top (OTT) audio or video programming services from the 
telecommunications classification and exempts them from municipal taxation.  Additionally, Chapter 189 specifies 
the sourcing of any taxation in the absence of a delivery address. 
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Laws 2019, Chapter 203 was a correction bill that made technical and clarification changes to the Arizona Revised 
Statutes.  (Effective August 27, 2019) 
 
Laws 2019, Chapter 236 removes the specific deadline of the fifth day of each month for the Department of 
Revenue to deliver the monthly tax collections report to the State Treasurer and the Director of the Department of 
Administration.  In addition, Chapter 236 specifies that tax collection records will show amounts collected from 
businesses engaged within the state, rather than by county.  (Effective August 27, 2019) 
 
Laws 2019, Chapter 240 makes various changes to statute relating to vacation and short-term rental regulations, 
such as prohibiting an online lodging operator from offering for rent or renting a lodging accommodation without a 
current transaction privilege tax license.  (Effective August 27, 2019) 
 
Laws 2019, Chapter 241 requires the State Treasurer to distribute to the Workforce Development Account (WDA) 
3% of the monies collected from the 0.6% sales tax that begins on July 1, 2021, remaining after the monthly 
distribution to the Classroom Site Fund (CSF), rather than after the distributions to both the CSF and the 
Technology and Research Initiative Fund (TRIF).  Chapter 241 has no impact on the General Fund.  (Effective August 
27, 2019) 
 
Laws 2019, Chapter 273 contains numerous provisions relating to individual income tax, corporate income tax, and 
transaction privilege tax (TPT).  The TPT changes under Chapter 273 relate to the state's enactment of "Wayfair," 
as described below.  Please see the Individual and Corporate Income Tax sections for details relating to the 
provisions in Chapter 273 specifically affecting these taxes.  The ongoing revenue impact of Chapter 273 is 
discussed in detail in the Individual Income Tax section of the Tax Handbook. 
 
Enactment of Wayfair Legislation – In June 2018, the United States Supreme Court overruled in South Dakota v. 
Wayfair Inc. a 1992 ruling made by the same court in Quill Corp v. North Dakota, which had held that only out-of-
state ("remote") businesses with a physical presence ("nexus") inside a state could be required to collect and remit 
sales tax in that state.  As a result of the Wayfair ruling, the physical presence requirement was effectively replaced 
by an economic nexus requirement.   

Beginning October 1, 2019, Chapter 273 establishes the economic nexus thresholds under which an out-of-state 
business is required to collect and remit tax on retail sales in Arizona, which are as follows: 

• If the out-of-state business does not conduct sales through a marketplace facilitator, economic nexus applies if 
sales in Arizona exceed $200,000 in calendar year (CY) 2019, $150,000 in CY 2020, and $100,000 in CY 2021 
and thereafter.  

• If the out-of-state business is a marketplace facilitator, economic nexus applies if sales in Arizona from the 
marketplace facilitator's own business or on behalf of at least one marketplace seller exceed $100,000 in the 
calendar year.  

 
Besides establishing the state's economic nexus threshold requirements, Chapter 273 also added new language in 
state statutes with respect to the municipal tax treatment of retail sales, as outlined below.   

• Requires municipal ordinances and other local laws related to the taxation of retail sales to be superseded by 
the state's transaction privilege tax statutes for the retail classification. 

• Provides cities and towns the option to levy a transaction privilege tax on the sale of:   
1. Food for home consumption  
2. Textbooks required by a state university or community college sold at bookstores  
3. Livestock and poultry feed, salt, vitamins and other additives used in the business of farming and ranching  
4. Nonmetalliferous mined materials sold at retail  
5. Works of fine art  
6. Motor vehicles sold to nonresidents or enrolled members of an Indian Tribe. 

• Allows a city or a town to continue to levy an existing transaction privilege tax, which was levied on or before 
May 1, 2019, on the sale of: 
1. Propagative materials, including fertilizers 
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2. Implants used as growth promotants and injectable medicine for livestock or poultry 
3. Animals such as horses, sheep, and goats used as breeding or production stock. 
Depending on the size of its population, a municipality can continue levying a tax on these products either 
through December 31, 2019 (if population is more than 50,000) or through June 30, 2021 (if population is 
50,000 or less). 

• Provides cities and towns the option to exempt from tax the sale of paintings, sculptures, or similar works of 
fine art by the original artists.  

• Provides that the Legislature will not move any sales tax classifications other than retail from the Model City 
Tax Code to state statute for a period of 5 years from the effective date of the act. 

 
As noted above, beginning October 1, 2019, Laws 2019, Chapter 273 ("Wayfair") establishes the economic nexus 
thresholds under which an out-of-state business is required to collect and remit tax on retail sales in Arizona.  The 
ongoing full-year revenue impact is estimated to be $85.0 million.  However, due to the October 1, 2019 effective 
date, the revenue gain is reduced on a one-time basis by $(28.0) million in FY 2020. 
 
Laws 2019, Chapter 288 expands the exemption on "propagative materials."  Under current law, propagative 
materials, which include seeds, roots, bulbs, cuttings and similar materials, are exempt from state TPT and use tax.  
Beginning on December 1, 2019, Chapter 288 expands this exemption to include fertilizers, insecticides and similar 
materials.  Chapter 288 is estimated to reduce General Fund revenues by $(7.3) million in FY 2020, followed by an 
additional reduction of $(7.4) million, beginning in FY 2021. 
 
Laws 2019, Chapter 290 increases the liability threshold for the June estimated payment from $1.0 million to $1.6 
million in 2020, $2.3 million in 2021, $3.1 million in 2022, and $4.1 million in 2023 and each year thereafter.  
Chapter 290 is estimated to result in a one-time General Fund revenue loss of $(10.3) million in FY 2020.  The one-
time revenue losses in both FY 2021 and FY 2022 are estimated to be $(10.0) million. 
 
2018 LAWS 
 
Laws 2018, Chapter 17 requires municipalities that impose TPT or use tax on the sale of food for home or premises 
consumption to apply the tax uniformly and without an additional tax or fee differential for any specific food item.  
In addition, Chapter 17 prohibits a municipality from imposing TPT or use tax on:  (1) manufacturing, wholesale or 
distribution of food for home or premises consumption, and (2) any container or packaging used exclusively for 
transporting, protecting or consuming food at home or on premises.  (Effective August 3, 2018) 
 
Laws 2018, Chapter 74 extends the additional 0.6% tax exclusively dedicated to education (originally approved by 
voters in November 2000 as Proposition 301) from July 1, 2021 through June 30, 2041.  Absent Chapter 74, the 
additional 0.6% tax rate would have expired June 30, 2021.   Moreover, Chapter 74 extends the low-income 
individual income tax credit (authorized by Proposition 301) from TY 2021 through TY 2041.  (Effective March 26, 
2018) 
 
Laws 2018, Chapter 104 was a correction bill that made technical and clarification changes to the Arizona Revised 
Statutes.  (Effective from August 3, 2018) 
 
Laws 2018, Chapter 138 extends the due date for the Rio Nuevo Multipurpose Facilities District to operate and 
receive state TPT distributions to July 1, 2035, or upon the completion of authorized debt service payments, 
whichever occurs later.  Prior to Chapter 138, the district was permitted to operate and receive state TPT 
distributions to no longer than July 1, 2025.  (Effective August 3, 2018) 
 
Laws 2018, Chapter 189 requires all online lodging marketplaces to register with Department of Revenue (DOR) for 
a TPT license for the purpose of remitting sales tax on online lodging transactions facilitated by them.  (An online 
lodging marketplace is any digital platform that provides, at a cost, an unaffiliated third-party with a platform to 
rent lodging accommodations.)  Prior to Chapter 189, which goes into effect January 1, 2019, an online lodging 
marketplace is allowed to (as opposed to being required to) remit sales tax on its online lodging transactions. 
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Laws 2018, Chapter 190 makes the use of any automated sales suppression (or "zapper") software for tax evasion 
purposes illegal and subject to a fine of no more than $500,000 for corporations and $100,000 for all others.  While 
fines will be deposited in a new fund established by the act (Tax Fraud Interdiction Fund), taxes, penalties, and 
interest owed as a result of businesses using sales suppression software will be distributed in the same manner as 
for TPT.  Combined, Chapters 189 and 190 are estimated to increase General Fund revenue by $10.0 million in FY 
2019, followed by an additional $5.0 million annually, beginning in FY 2020. 
 
Laws 2018, Chapter 249 specifies that the TPT and use tax exemptions for non-profit organizations associated with 
a major league baseball team or a professional golfing association do not apply to organizations that are owned, 
managed, or controlled by a major league baseball team, major league baseball association, or professional golfing 
association, unless the organization operated exhibition events before January 1, 2018 that were exempt from TPT 
under the amusement classification.  (Effective retroactively from January 1, 2018) 
 
Laws 2018, Chapter 263 exempts the sale of coal from state and municipal TPT and imposes a 0.5% county excise 
tax on the sale of coal that has been mined or extracted within the county boundaries.  Chapter 263 is conditional 
upon the approval of the transfer of ownership of the Navajo Generating Station (NGS) by the Navajo Nation 
Council on or before December 31, 2022.  (The NGS is currently scheduled to close December 31, 2019.) 
 
Laws 2018, Chapter 286 adds mobile food units to the restaurant classification of TPT and repeals the TPT 
exemption for food sold by a retailer who uses a mobile facility, motor vehicle or similar conveyance.  (Effective 
August 3, 2018) 
 
Laws 2018, Chapter 341 specifies that the prime contracting classification does not include any work performed by 
a person who is not required to be licensed by the Registrar of Contractors.  In addition, Chapter 341 removes the 
following exceptions from the definition of "alteration":  (1) projects in which the scope applies to more than 40% 
of the square footage of the existing property, and (2) projects in which the scope involves expanding the square 
footage of the existing property by more than 10%.  (Effective January 1, 2019) 
 
2017 LAWS 
 
Laws 2017, Chapter 60 includes several provisions for electronic filing and payment of taxes to the Department of 
Revenue (DOR).  The act's main transaction privilege tax provisions are listed below.   
 
• Requires electronic filing of TPT returns if the taxpayer's annual liability is at least:  $20,000 in Calendar Year 

(CY) 2018, $10,000 in CY 2019, $5,000 in CY 2020, and $500 in CY 2021 and subsequent years. 
• Increases the TPT accounting credit from 1.0% to 1.2% of tax liability, or from a maximum annual credit of 

$10,000 to $12,000, for taxpayers that file their TPT returns electronically.  (Effective August 9, 2017)  
• Changes the penalty for late filing of TPT returns from 4.5% of the taxpayer's liability to the greater of 4.5% of 

the taxpayer's liability or $25.  (Effective August 9, 2017) 
• Changes the penalty for failure of filing TPT returns from 25% of the taxpayer's liability to the greater of 25% 

of the taxpayer's liability or $100.  (Effective August 9, 2017) 
 
Laws 2017, Chapter 340 makes several changes to the existing Public Infrastructure Improvements program, 
including the following: (1) provides that prime contracting state TPT revenues used for purposes of public 
infrastructure improvement not be distributed until 10% of the qualifying capital investment has been made by a 
qualifying manufacturing facility, (2) requires the manufacturing facility to file a sworn certification with the 
Arizona Commerce Authority (ACA) within 180 days after commencement of buildings and associated 
improvements, and (3) requires the manufacturing facility and the county or municipality to enter into a written 
agreement before submitting the certification to ACA.  There is no fiscal impact associated with these changes.  
(Effective January 1, 2018) 
 
Besides the changes to the existing Public Infrastructure Improvements program, Chapter 340 also exempts 
aircraft sales from TPT if the aircraft is registered with a fractional ownership program that meets the 
requirements of the Federal Aviation Administration.  (Fractional ownership of aircraft refers to an arrangement 
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under which multiple owners share the costs of purchasing, leasing and operating an aircraft.)  The fiscal impact of 
this provision is currently unknown.  (Effective January 1, 2018)  
 
2016 LAWS 
 
Laws 2016, Chapter 35 authorizes the State Treasurer to withhold state-shared revenues from an offending local 
jurisdiction.  Chapter 35 directs the Attorney General to certify to the State Treasurer that the violation is resolved, 
at which time distribution of state-shared revenue resumes.  (Effective August 6, 2016) 
 
Laws 2016, Chapter 148 increases the initial and renewal terms for Indian tribe compacts to receive state TPT for 
community colleges owned, operated or charted by a qualifying Indian tribe from 10 years to 20 years.  (Effective 
August 6, 2016) 
 
Laws 2016, Chapter 171 expands the TPT exemption for transportation network companies provided by Laws 
2015, Chapter 235 to include vehicle for hire companies (taxis, livery vehicles, and limousines).  The exemption 
applies to both state and municipal TPT.  The impact on state TPT is expected to be small.  (Effective September 1, 
2016) 
 
Laws 2016, Chapter 181 exempts aircraft built for agricultural use for the aerial application of pesticides or 
fertilizer or for aerial seeding from state TPT and use tax.  Chapter 181 is estimated to reduce General Fund 
revenue by $(18,600) annually, beginning in FY 2017.  (Effective August 6, 2016) 
 
Laws 2016, Chapter 208 establishes the Online Lodging Marketplace classification under state TPT.  The tax base 
for the Online Lodging Marketplace classification is the gross proceeds of sales from the business measured by the 
total amount charged for an online transient lodging transaction by the online lodging operator.  The tax rate 
under the Online Lodging Marketplace classification is 5.5%.  (Effective January 1, 2017) 
 
Laws 2016, Chapter 223 exempts the leasing or renting of billboards from the personal property rental 
classification of state TPT.  Chapter 223 is estimated to reduce General Fund revenue by $(10,000) annually, 
beginning in FY 2017.  (Effective August 6, 2016) 
 
Laws 2016, Chapter 258 is an emergency measure that amends current statutes with respect to the method by 
which state-shared revenues are apportioned among counties and municipalities, as described below.   
 
Counties 
Under current law, state-shared revenue is distributed to a county based on its population count as of the last 
federal decennial census [A.R.S. § 42-5029(I)].  During the fifth year following the decennial census, a county may 
contract with the U.S. Census Bureau to conduct a special census of the population of that county.  Beginning on 
July 1 in the sixth year following the decennial census, the result of the special census must be used as the basis for 
apportioning state-shared revenue to that county until the next federal decennial census [A.R.S. § 42-5033]. 
 
If a special census is not conducted, Laws 2016, Chapter 258 provides a county the following 3 options, all of which 
must be exercised before May 1 of the sixth year following a federal decennial census: 
 
1. County submits its own population estimate as of the fifth year following the last decennial census, as 

approved by the Office of Employment and Population Statistics. 
2. County contracts with the U.S. Census Bureau to conduct a sample survey in order to produce a mid-decade 

county population estimate. 
3. County requests to continue to use the population count from the most recent U.S. decennial census. 
 
If a county elects to use one of the options above, that population figure must be used (for purposes of 
apportioning state-state shared revenue) in the sixth year following the decennial census through June 30 of the 
year following the next decennial census.  
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Municipalities 
Under current law, state-shared revenue is distributed to an incorporated city or town based on its population 
count as of the last federal decennial census [A.R.S. § 42-5029(I)].  During the fifth year following the decennial 
census, a city/town may contract with the U.S. Census Bureau to conduct a special census of the population of that 
municipality.  Beginning July 1 in the sixth year following the decennial census, the special census must be used as 
the basis for apportioning state-shared revenue to that municipality until the next federal decennial census [A.R.S. 
§ 42-5033].       
 
For purposes of apportioning state-shared revenue, Laws 2016, Chapter 258 provides a city/town the option to use 
either the population count from the special census or the most recent population estimate from the U.S. Census 
Bureau.  However, Chapter 258 provides that the population count from the special census be used for only 1 year.  
Beginning on July 1 in the second year following the special census, a city/town must use the most recent 
population estimate from the U.S. Census Bureau.  If a special census is not conducted, Chapter 258 requires a 
city/town to use the most recent population estimate from the U.S. Census Bureau beginning on July 1 in the 
second year following the decennial census through June 30 of the year following the next decennial census.     
 
Laws 2016, Chapter 357 exempts natural gas transportation services sold to businesses that are principally 
engaged in manufacturing or smelting operations from state TPT and use tax.  Chapter 357 is estimated to reduce 
General Fund revenue by $(870,000) annually, beginning in FY 2017.  (Effective August 6, 2016) 
 
Laws 2016, Chapter 359 exempts liquefied petroleum gas (more commonly referred to as propane) sold to 
businesses that are principally engaged in manufacturing or smelting operations from state TPT and use tax.  
Chapter 359 is estimated to reduce General Fund revenue by $(91,000) annually, beginning in FY 2017.  (Effective 
September 1, 2016) 
 
Laws 2016, Chapter 361 exempts the sale of animal feed to a person who boards livestock non-commercially from 
state TPT and use tax.  Chapter 361 is estimated to reduce General Fund revenue by $(1.0) million annually, 
beginning in FY 2017.  (Effective August 6, 2016) 
 
Laws 2016, Chapter 367 exempts the sale of aircraft and aircraft equipment to charter airlines under certain 
conditions from state TPT and use tax.  The exemption is estimated to reduce General Fund revenue by $(2.3) 
million annually, beginning in FY 2018.  (Effective July 1, 2017) 
 
Laws 2016, Chapter 368 exempts the sale of fine art at an auction or gallery to a nonresident, for use outside the 
state, from state TPT.  The exemption is estimated to reduce General Fund revenue by $(1.3) million annually, 
beginning in FY 2017.  (Effective September 1, 2016) 
 
Laws 2016, Chapter 369 provides numerous changes to the data center equipment exemption authorized by Laws 
2013, 1st Special Session, Chapter 9.  Notably, Chapter 369 adds improvements to the expenses that qualify 
towards the required minimum investment.  In addition, Chapter 369 allows new data centers to obtain 
certification as a sustainable redevelopment project.  (Effective retroactively from September 13, 2013) 
 
Laws 2016, Chapter 373 exempts the gross proceeds from entry fees paid to participate in noncompetitive races 
sponsored by nonprofit organizations from state and municipal TPT.  Chapter 373 is not expected to have any fiscal 
impact.  (Effective August 6, 2016) 
 
Laws 2016, Chapter 374 modifies the requirements to qualify for the existing state TPT and use tax exemption for 
electricity and natural gas purchased by manufacturers and smelters.  To qualify for the exemption under current 
law (Laws 2014, Chapter 7), a business must use at least 51% of the electricity or natural gas purchased in 
manufacturing or smelting operations.  In addition, at least 51% of the business must be devoted to (“principally 
engaged in”) a manufacturing or smelting operation.  Laws 2016, Chapter 374 changes the current eligibility 
requirements to one of the following:  (1) at least 51% of the manufactured or smelted products are exported out 
of state, (2) at least 51% of gross income is derived from sale of manufactured or smelted products, (3) at least 
51% of a business’ square footage in Arizona is used for manufacturing or smelting, (4) at least 51% of a business’ 
workforce in Arizona is employed in manufacturing or smelting operations, or (5) at least 51% of the value of a 
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business’ assets in Arizona is used for manufacturing or smelting.  Chapter 374 is estimated to reduce General 
Fund revenue by $(7.0) million in FY 2017, followed by an additional reduction of $(7.0) million, beginning in FY 
2018.  (Effective January 1, 2017)   
 
2015 LAWS 
 
Laws 2015, Chapter 4 clarifies and simplifies the implementation of the TPT tax reform measures (commonly 
referred to as “TPT Simplification”) enacted by Laws 2013, Chapter 255 and further amended by Laws 2014, 
Chapter 263.  (Effective retroactively from January 1, 2015) 
 
Laws 2015, Chapter 6 exempts the gross proceeds from sales of electricity and natural gas to the owner or 
operator of a business certified by the Arizona Commerce Authority as an “International Opertions Center.”  The 
exemption is estimated to reduce General Fund revenue by $(1.3) million, beginning in FY 2017.  (Effective August 
1, 2015) 
 
Laws 2015, Chapter 10 permits DOR to authorize contracted collectors to collect TPT accounts receivable in FY 
2016 and FY 2017.  DOR may use up to $2.0 million of the revenues collected by the contracted collectors to pay 
for for their services.  The additional TPT collectors are expected increase General Fund revenue by $32.6 million in 
FY 2016 and $13.0 million in FY 2017.  Moreover, Chapter 10 requires DOR to establish a tax amnesty program 
from September 1, 2015 through October 31, 2015. The program, which is estimated to generate a total of $15.0 
million (of which $3.3 million is expected to come from TPT) for the General Fund in FY 2016, waives civil penalties 
and interest on unpaid tax liabilities for any period before January 1, 2014 for annual filers and February 1, 2015 
for all other filers.   
 
Laws 2015, Chapter 16 extends the deadline by which an Indian tribe must enter into a compact with the state to 
receive TPT revenues for tribal community colleges from September 1, 2012 to September 1, 2017.  (Effective July 
3, 2015) 
 
Laws 2015, Chapter 72 exempts the leasing or renting of space to make attachments to utility poles from state and 
municipal TPT.  Fiscal impact is unknown.  (Effective retroactively from January 1, 2015) 
 
Laws 2015, Chapter 235 exempts Transportation Network Companies (TNC) with a permit and TNC drivers from 
the transporting classification of TPT.  (Effective July 3, 2015)     
 
2014 LAWS 
 
Laws 2014, Chapter 7 exempts gross proceeds from sales of electricity and natural gas to businesses that are 
principally engaged in manufacturing and smelting operations from the state TPT and use tax.  The exemption is 
estimated to reduce General Fund revenue collections by $(14.6) million in FY 2015 and $(18.2) million in FY 2016.  
(Effective August 1, 2014) 
 
Laws 2014, Chapter 54 exempts the transfer of coal, back and forth, between a coal refinery and a power plant 
from the state and municipal TPT and use tax if certain conditions are met.  The act is not expected to have any 
fiscal impact.  (Effective retroactively from January 1, 2014) 
 
Laws 2014, Chapter 121 specifies that any changes that cities make in their Model City Tax Code (MCTC) are void if 
those changes are not shown in DOR’s official copy of the MCTC.  (Effective retroactively from July 1, 1988, which is 
the original effective date of the MCTC.) 
 
Laws 2014, Chapter 141 requires DOR to allow TPT taxpayers with annual liabilities of less than $2,000 to pay taxes 
annually and taxpayers with annual liabilities between $2,000 and $8,000 to pay quarterly. (Effective January 1, 
2015) 
 
Laws 2014, Chapter 228 exempts the gross proceeds from building a mixed waste processing facility from the 
prime contracting tax.  To qualify for the TPT exemption, the facility must be located on a municipal landfill and 
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constructed for the purpose of recycling solid waste or producing renewable energy from landfill waste.  The act is 
estimated to reduce General Fund revenue by $(183,600) in FY 2015, $(56,500) in FY 2016, and $(183,600) in FY 
2017. (Effective retroactively from January 1, 2013) 
 
Laws 2014, Chapter 263 exempts from the state and municipal TPT the sales of restaurant meals to the elderly, 
disabled, or homeless by restaurants that contract with the Department of Economic Security (DES) and are 
approved under the federal Supplemental Nutrition Assistance Program (SNAP).  To qualify for the exemption, the 
meals must be paid with the benefits issued to SNAP recipients.  The General Fund impact of this provision is 
expected to be less than $(10,000) annually. (Effective January 1, 2015) 
 
Laws 2014, Chapter 276 exempts personal property that is sold to a qualified health sciences educational 
institution from state and municipal retail, publication, and job printing TPT and use tax.  The act is estimated to 
reduce General Fund revenue by $(196,400) in FY 2015 and $(471,400) in FY 2016.  (Effective January 1, 2015) 
A listing of statutory changes prior to the 2014 legislative session is available on the JLBC website located at 
http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf. 
 
 
 
 
 
 
 
 
 
 
 
 
 

http://www.azleg.gov/jlbc/20taxbook/tpt.pdf
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Attachment A 
 

The following preliminary information on sales tax exemptions and credits for FY 2018 is provided by courtesy of DOR. 
 
 

 

SUMMARY OF TRANSACTION PRIVILEGE AND USE TAX EXPENDITURES 
FISCAL YEAR 2019 

 
 

PREFERENTIAL TAX RATES: 
Nonmetalliferous Mining; Oil and Gas Production $3,076,241 
Commercial lease 507,889,249 
TOTAL VALUE OF PREFERENTIAL TAX RATES $510,965,490 

CREDITS: 
Accounting credit $30,277,931 

TRANSACTION PRIVILEGE AND USE TAX EXEMPTIONS – SAMPLE OF SERVICES: 
PROFESSIONAL, SCIENTIFIC AND TECHNICAL SERVICES: 

Legal $187,298,681 
Accounting, Tax Preparation, Bookkeeping and Payroll Services 83,034,922 
Architectural and Engineering 208,292,004 
Specialized Design Services 13,036,895 
Computer System Design and Related Services 288,133,705 
Management Consulting Services 108,414,349 
Environmental Consulting Services 9,824,174 
Other Scientific and Technical Consulting Services 17,590,514 
Scientific Research and Development 47,468,746 
Advertising, Public Relations and Technical Services 41,774,711 
Other Professional, Scientific and Technical Services 71,743,685 
TOTAL VALUE OF PROFESSIONAL, SCIENTIFIC AND TECHNICAL SERVICES $1,076,612,385 

HEALTH CARE SERVICES: 
Physicians $473,890,145 
Dentists 127,281,780 
Chiropractors 14,258,613 
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Optometrists 11,835,392 
Mental Health Practitioners 7,247,955 
Physical, Occupational and Speech Therapists 25,120,051 
All Other Health Practitioners 15,550,342 
Outpatient Care Centers 127,608,790 
Medical and Diagnostic Labs 61,011,106 
Home Health Services 56,764,652 
Other Ambulatory Health Services 98,801,975 
General Medical and Surgical Hospitals 845,621,499 
Nursing Care Facilities 65,632,725 
Residential Intellectual and Developmental Disability, Mental Health, and 
Substance Abuse Facilities 

 
35,395,833 

Continuing Care Retirement Facilities and Assisted Living Facilities 60,177,899 
Other Residential Care Facilities 6,889,221 
Individual and Family Services 78,351,998 
Community Food and Housing, and Emergency and Other Relief Services 35,061,806 
Child Day Care Services 23,084,288 
TOTAL VALUE OF HEALTH CARE SERVICES $2,169,586,069 

ADMINISTRATIVE AND BUSINESS SUPPORT SERVICES: 
Office Administrative $48,873,898 
Facilities Support 34,656,050 
Employment Services 234,707,948 
Business Support 87,317,781 
Travel Arrangement and Reservation 72,764,581 
Investigation and Security 56,083,399 
Services to Building and Dwellings 129,214,428 
Other Support Services 35,347,920 
Waste Collection 40,566,190 
Waste Treatment and Disposal 9,778,264 
Remediation and other waste management services 15,936,087 
TOTAL VALUE OF ADMINISTRATIVE AND BUSINESS SUPPORT SERVICES $765,246,547 

PERSONAL CARE SERVICES: 
Barber $590,492 
Beauty Salons 19,777,860 
Nail Salons 3,383,092 
Diet and Weight Reducing Centers 2,483,741 
Other Personal Care 5,717,541 
Death Care Services 9,833,271 
Personal and Laundry Services 24,382,979 
Pet Care (not Veterinary) 3,705,296 
Photofinishing 896,162 
Parking lot/Garages 11,668,999 
Other Personal Services 4,278,072 
TOTAL VALUE OF PERSONAL SERVICES $86,717,505 
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EDUCATIONAL SERVICES: 
Business School/Computer/Management Training $9,379,953 
Technical and Trade Schools 31,779,850 
Other Schools and Instruction 14,755,571 
Education Support Services 9,449,728 
TOTAL VALUE OF EDUCATIONAL SERVICES $65,365,103 

FINANCIAL SERVICES: 

Credit Unions $47,109,486 
Sales Financing 102,315,612 
Mortgage and Nonmortgage Loan Brokers 10,621,957 
Financial Transaction Processing and Clearing 70,733,850 
Other Activities Related to Credit Intermediation 15,283,561 
Securities Brokerage 126,171,435 
Portfolio Management 51,191,242 
Investment Advice 38,414,353 
Other Financial Investment Activities 546,465,225 
TOTAL VALUE OF FINANCIAL SERVICES $1,008,306,722 

OTHER SERVICES: 
Automotive Repair and Maintenance $111,372,138 
Electronic and Precision Repair and Maintenance 14,362,681 
Commercial, Industrial Machinery Repair and Maintenance 29,197,626 
Personal and Household Goods Repair and Maintenance 5,960,080 
Religious, Grantmaking, Civic, Professional and similar Organizations 120,401,846 
TOTAL VALUE OF OTHER SERVICES $281,294,372 

TRANSACTION PRIVILEGE AND USE TAX EXEMPTIONS – ALL OTHER: 
Wholesale trade (503) $5,380,875,404 
Cash discounts (708)74 29,534,955 
Trade-ins (711) 125,769,111 
Services provided by a retailer (549) 474,708,914 
Business activity on a Reservation for a Enrolled Native American or Tribal entity 
(570) 

 
13,719,997 

Sale of postage stamps at face value (716) 207,726 
Sales to Foreign diplomats (777) 135,987 
Sale of warranty or service contracts (542) 54,370,461 
Sale of tangible personal property by a nonprofit organization (725) 1,065,280 
Sale of an aircraft sold to a carrier, government or nonresident (507) 5,320,521 
Sale of stocks and bonds (no deduction code) NIA75 
Prescription drugs and medical oxygen (536) 916,700,911 
Prosthetic appliances (559) 22,231,537 

 
74 It is likely that this deduction is under reported. 
75 No Information Available. 
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Insulin, insulin syringe and glucose test strips (533) DNR76 
Prescription eyeglasses and contact lenses (590) 2,546,952 
Hearing aids (594) 2,008,426 
Durable medical equipment (526) 25,538,113 
Sales to nonresidents for use outside Arizona if the property is shipped or 
delivered outside the state (541) 

 
74,935,158 

Food for home consumption (506 and 513) 768,236,745 
Textbooks that are required by any state university or community college (505) 2,710,845 
Meals provided to Employee of restaurants (568) DNR 
Food used in school lunches (569) 2,733,363 
Sale of Arizona lottery tickets (521) 16,109,175 
Precious metal bullion and monetized bullion (567 and 601) 4,554,497 
Sales of vehicle fuel and aviation fuel (515) 531,915,610 
Tangible personal property sold to Personal property leasing business to lease 
(571) 

 
6,672,942 

Tangible personal property sold in interstate or foreign commerce (504) 467,291,417 
Tangible personal property sold to a qualifying hospital or a qualifying health care 
organization or sold to or purchased by qualifying community health centers 
and health care organizations (545, 546, 572, 574) 

 
 

67,269,437 
Tangible personal property sold to a nonprofit organization which regularly 
serves meals to the needy and indigent (544) 

 
1,026,785 

Tangible personal property sold to a nonprofit organization which provides 
housing for low-income persons over 62 years of age (573) 

 
DNR 

Tangible personal property sold to Qualifying Health Sciences Educational 
Institution (699) 

 
63,920 

Magazines or other periodicals or publications to encourage tourist travel (602) DNR 
Sale of articles to a contractor for incorporation or fabrication under a contract 
or for environmental response or remediation (552 and 589) 

 
15,921,313 

Tangible personal property sold to a Subcontractor for incorporation into a Prime 
Contracting project (584) 

 
411,645 

Exempt motor vehicle sales for certain nonresidents (580) 404,236 
Exempt motor vehicle sales for Native Americans (530) 9,780,200 
Tangible personal property purchased by a nonprofit charitable organization that 
uses such property for training, etc., for mentally or physically handicapped 
persons (575) 

 
 

77,998 
Tangible personal property sold by a nonprofit organization associated with a 
major league baseball team or a national touring professional golf association 
(762) 

 
 

NIA77 
Tangible personal property sold by a nonprofit organization associated with a 
rodeo featuring primarily farm and ranch animals (763) 

 
NIA 

Sales of commodities under futures contracts consigned to a warehouse for 
resale (583) 

 
DNR 

Seeds, seedlings, etc., to commercially produce agricultural, horticultural, 
viticultural or floricultural crops in Arizona (537) 

 
1,468,341 

 

76 Data Not Releasable. 
77 No Information Available 
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Machinery, equipment and certain supplies used to assist the physically or 
developmentally disabled or those persons with head injuries (525) 

 
2,519,182 

Sales of natural gas or liquefied petroleum gas used to propel a vehicle (509) 8,451,407 
Paper machine clothing used or consumed in paper manufacturing (586) NIA78 
Machinery, equipment, utility product, materials and other tangible personal 
property used to construct a qualified environmental technology facility (607) 

 
DNR 

Sales of coal, petroleum, coke, natural gas, virgin fuel oil and electricity to an 
environmental technology facility (511) 

 
102,309 

Sales of liquid, solid or gaseous chemicals used in manufacturing, processing, 
fabricating, mining, refining, metallurgical operations or research or 
development (510) 

 
 

12,436,979 
Sales of food or drink consumed on the premises of a jail or prison (514) 3,049,931 
Motor vehicles and any tangible personal property or repair that becomes a part 
of the motor vehicles sold to a licensed motor operator that lease or rent the 
property (528) 

 
 

7,143,135 
Livestock, poultry feed, salts, vitamins for livestock or poultry consumption (520) 21,509,780 
Sale or purchase of implants used as growth promotants and injectable medicine 
(516) 

 
142,337 

Sales of motor vehicles at auction to nonresidents of Arizona for use outside 
Arizona (529) 

 
1,433,252 

Personal hygiene products which are furnished to and to be consumed by hotel 
occupants (534 and 566) 

 
DNR79 

Sales or purchases of alternative fuel to a used oil fuel burner (587) DNR 
Printed, photographic, electronic or digital media materials for use in publicly 
funded libraries (519) 

 
404,687 

Tangible personal property consisting of food, beverages and condiments sold to 
or purchase by a commercial airline (512) 

 
NIA 

Sale of new alternative fuel vehicles and conversion equipment (592) NIA 
Sale of spirituous, vinous or malt liquor by a liquor wholesaler (588) DNR 
Tangible personal property by a nonprofit that produces, organizes or promotes 
cultural or civic related festivals (764) 

 
456,746 

Application services designed to assess or test student learning (596) 546,407 
Sale of motor vehicle fuel and use fuel to a Healthy Forest business (598) DNR 
Sale of repair parts in equipment used by a Healthy Forest business (603) NIA 
Sales or transfer of renewable energy credits (604) 1,438,546 
Sales of computer data equipment for use in a certified computer data center 
(565) 

 
1,452,477 

Sales of orthodontic devices dispensed by a dental professional (582) NIA 
Property sold to a Contractor for a MRRA project on an Indian Reservation (712) 456,025 
Works of fine art sold to nonresidents and used outside of the state (773) 336,849 
Machinery or equipment used directly in manufacturing, processing, fabricating, 
job printing, refining or metallurgical operations (522) 

 
99,818,446 

Sale of machinery or equipment used in mining and in drilling for or extracting oil 
or gas from the earth (523 and 579) 

 
24,334,812 

 

78 No Information Available. 
79 Data Not Reasonable. 
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Certain equipment used in the telecommunications industry (539) 227,106 
Machinery, equipment or transmission lines used directly in producing or 
transmitting electrical power (524) 

 
10,350,467 

Neat animals, horses, asses, sheep, swine or goats used or to be used as 
breeding or production stock (605) 

 
260,377 

Pipes or valves 4” in diameter used to transport oil, natural gas, artificial gas, 
water or coal slurry (535) 

 
375,759 

Certain aircraft, navigational and communication instruments (508) 10,004,101 
Machinery, tools, equipment used in repairing, remodeling or maintaining 
aircraft, aircraft engines or aircraft component parts (532) 

 
408,627 

Railroad rolling stock, rails, ties and signal control equipment used to transport 
persons or property for hire (576) 

 
DNR80 

Buses or other urban mass transit vehicles used to transport persons for hire or 
pursuant to a governmentally adopted and controlled urban mass transportation 
program (606) 

 
 

2,522,686 
Certain groundwater measuring devices and their installation (581) DNR 
New machinery and equipment used for commercial production of agricultural, 
horticultural, viticultural and floricultural crops (585) 

 
7,866,639 

Machinery or equipment used in research and development (553) 4,621,670 
Tangible personal property used by an direct broadcast satellite television or 
data transmission service or facility (591) 

 
DNR 

Clean rooms used for manufacturing, processing, fabrication or research and 
development (595) 

 
3,908,468 

Machinery or equipment for poultry and egg production (577) NIA81 
Machinery and equipment used by agriculture to prevent, monitor, control or 
reduce pollution (597) 

 
NIA 

Machinery and equipment to prevent pollution for farming and ranching (599) DNR 
Digital television machinery and equipment purchases for compliance with the 
Telecommunications Act of 1996 (578) 

 
DNR 

Machinery and equipment sold or rented to a healthy forest certified business 
(554) 

 
DNR 

Federal luxury excise tax on heaving trucks and trailers (609) DNR 
Sales made to the U S Government by a manufacturer, modifier, assembler or 
repairer (547) 

 
36,664,572 

Sales of component parts made to a manufacturer, modifier, assembler or 
repairer for sale to the U S Government (543) 

 
10,591,137 

Sales of overhead materials used in a contract between the U S Government and 
a manufacturer, modifier, assembler or repairer (611) 

 
100,000 

50% of retail sales made to U S Government; 100% of Use Tax (548) 9,564,779 
Gross income from motor vehicle manufacturer’s cash rebates if assigned to the 
retailer (501) 

 
27,369,635 

Gross income derived from the waste tire disposal fee (613) 319,141 
Sales of solar energy devices82 (538) 18,291,905 

 
 

80 Data Not Releasable. 
81 No information Available. 
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Sales of wireless telecommunication equipment as an inducement to enter into 
or continue a contract for telecommunication services or sales commissions 
received (614) 

 
 

363,192 
Sales of motor vehicle to a nonresident from a state with a lower tax rate (531) 8,436,569 
Transportation by vehicles subject to fees paid to MVD (715) 2,189,570 
Transportation network company’s income or fees or driver’s income (772) DNR83 
Vehicle for hire company’s income or driver’s income (778) DNR 
Transportation of persons by air if taxation is prohibited by Federal Law (615) DNR 
Ambulances or ambulance services (no deduction code) NIA84 
Public transportation services for dial-a-ride programs and special needs 
transportation services (no deduction code) 

 
NIA 

Gross proceeds for transporting freight or property by an exclusively Arizona 
railroad for portions of single shipments involving other railroads (616) 

 
DNR 

Gross proceeds for arranging transportation as a convenience or service to a 
customer if the business is not engaged in the transportation business (no 
deduction code) 

 
 

NIA 
Gross proceeds of sales or gross income derived from transporting for hire 
persons, freight or property by a railroad pursuant to a contract with another 
railroad (620) 

 
 

NIA 
Sales taxed under another business code (640) 499,798 
Sales of transportation or amusement activities arranged by another business 
that is exempt (612) 

 
1,454,692 

Sales of transportation or amusement activities arranged and taxed by another 
(702) 

 
202,732 

Gross proceeds of sales or gross income derived from transporting fertilizer by a 
railroad from a point in Arizona to another point in Arizona (625) 

 
NIA 

Sales of electric services to a retail electric customer who is located outside 
Arizona for Delivery and use outside Arizona (617) 

 
NIA 

Rental of space on utility poles (759) DNR 
Sales from transfer of electricity by a retail electric customer to an electric 
distribution system (618) 

 
NIA 

Development fees charged by a municipally owned utility (621) DNR 
Revenue received by any person owning a utility system in the form of 
reimbursement or compensation for property and equipment installed to 
provide utility access to, on or across land of any actual utility consumer (626) 

 
 

DNR 
Interstate sales of electricity, natural gas and water NIA 
Interstate telecommunications services (643) 358,457 
Sales of intrastate telecommunications services by a cable television system or 
by a microwave television transmission system (no deduction code) 

 
NIA 

Sales of internet access services (517) 1,526,121 
Sales of intrastate telecommunications services to a direct broadcast satellite 
television or data transmission service (619) 

 
DNR 

 

82 This deduction is no longer available under the Prime Contracting classification. 
83 Data Not Releasable. 
84 No information Available. 
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End-user common line charges and carrier access charges established by federal 
communications regulations (641 and 627) 

 
DNR85 

Sales of direct broadcast satellite television services (633) DNR 
Telecommunications services purchased with a prepaid calling card (649) DNR 
Manufacturing or publishing books (no deduction code) NIA86 
Gross income of publications derived from advertising (628) Included in 

services 
Sales to a person distributing printing, engraving, embossing or copying without 
consideration in connection with the publication of a newspaper or magazine 
(630) 

 
 

DNR 
Sales of job printing, engraving, embossing and copying for use outside Arizona if 
the materials are shipped or delivered out of the state (637) 

 
6,379,377 

Sales of postage and freight (561) 1,268,532 
Leasing a mobile home for more than 29 days (629) 1,917,603 
Online Lodging Operator Income from registered Online Lodging Marketplace 
(775) 

 
544,483 

Leasing or renting 4 or fewer rooms of an owner-occupied residence bed and 
breakfast with less than 50% average annual occupancy (636) 

 
DNR 

Transient lodging sales or activities that are exempt (704) DNR 
Transient lodging sales or activities that are exempt under the Amusement or 
Transporting classifications (701) 

 
DNR 

Commissions paid in the Transient Lodging classification (648) 233,715 
Transient lodging sales for lodging for more than thirty days (718) 2,467,669 
Leasing films, tapes or slides used by theaters or movies or used by television 
stations or radio stations (784) 

 
NIA 

Amusement activities sponsored by the Arizona exposition and state fair board 
(785) 

 
NIA 

Lease of tangible personal property by a parent to a subsidiary or by a subsidiary 
to another subsidiary (631) 

 
1,016,940 

Operating coin-operated washing, drying and dry cleaning machines or car 
washing machines (786) 

 
153,056 

Leasing or renting aircraft or training equipment by a nonprofit school offering 
aviation and aerospace degrees (787) 

 
DNR 

Leasing or renting photographs, transparencies, etc. used by Arizona on the 
internet, in magazines or other publications encouraging tourism (651) 

 
NIA 

Leasing for billboards that are visible from any street (774) NIA 
Leasing or renting certified ignition interlock devices (no deduction code) NIA 
Vehicle registration fee reimbursements (656) 212,146 
Leasing or renting a motor vehicle if the motor carrier fee has been paid (660) 7,784,826 
Amounts received by a motor vehicle dealer for the 1st month of a lease payment 
if the lease is transferred to a third party (556) 

 
230,941 

Car rental surcharge charges (680) NIA 
Freight charges relating to nonmetalliferous mineral products (652) DNR 
Process cost on nonmetalliferous mineral products shipped out of state (658) DNR 

 

 

85 Data Not Releasable. 
86 No information Available. 
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Private or group instructional activities (657) 1,554,218 
Monthly membership fees (527) 10,098,845 
Musical, dramatic or dance groups or a botanical garden, museum or zoo that 
qualifies as a nonprofit charitable organization (no deduction code) 

 
NIA87 

Sales of admissions to intercollegiate football contests (no deduction code) NIA 
Fees and assessments received by a homeowners organization (no deduction 
code) 

 
NIA 

Arranging an amusement activity as a service to a person’s customers (no 
deduction code) 

 
NIA 

Pari-mutuel and purse monies (661) DNR88 
Transient Lodging recreational establishment membership fees (666) NIA 
Sale to transient lodging business for resale (670) 307,223 
Entry fees for 501c3 organizations’ run, walk, swim, ride, or similar events (735) 354,373 
Gratuities distributed to servers or service employees (724) 4,831,221 
Sales by Congressionally-chartered veterans organization of food or drink (744) 93,392 
Sales by churches, fraternal benefit societies and other nonprofit organizations 
which don’t regularly engage or continue in the restaurant business for the 
purpose of fund raising (no deduction code) 

 
 

NIA 
Restaurant sales to a school district (662) DNR 
Prime Contracting income from out of state projects (681) 15,505,723 
Sale of used manufactured buildings (562) 295,831 
Sale for resale to another manufactured building dealer (668) DNR 
35% Deduction from Prime Contracting Base (502) 363,568,795 
Purchase by a Prime Contractor of machinery, equipment or other tangible 
personal property by a that is exempt under another classification (608, 622, 
623, 624, 632, 635, 639, 644, 645, 646, 653, 654, 665, 672, 674, 675, 676, 677, 
678, 679, 685, 691, 697, 706, 799) 

 
 
 

48,333,672 
Land Deduction (518) 40,654,937 
Furniture and Appliances not incorporated into a Manufactured building (663) NIA 
Contracting in a military reuse zone for a manufacturer, assembler or fabricator 
of aviation or aerospace products (667) 

 
DNR 

Gross proceeds of sales from a contract to install, assemble, repair or maintain 
machinery that does not become permanently attached (600) 

 
DNR 

Income from contracts for construction of facilities for raising egg producing 
poultry or the production and packaging of eggs (683) 

 
870,588 

Income from contracts for construction of a launch site (698) NIA 
Income from contracts for construction of a domestic violence shelter (673) NIA 
Gross proceeds from contracts to perform post-construction treatment of real 
property for termite and general pest control (686) 

 
661,085 

Gross proceeds from contracts to certain state university research infrastructure 
projects (696) 

 
NIA 

Gross proceeds from construction contracts for healthy forest business (555) DNR 
Gross proceeds from development or impact fees (560) 6,655,460 

 
 

87 No Information Available. 
88 Data Not Releasable. 
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Gross proceeds from construction of a mixed waste processing facility located on 
a municipal solid waste landfill (719) 

 
NIA89 

Subcontracting income (550) 579,484,599 
Lawn maintenance services (689) 2,713,494 
Cost of architectural or engineering service (557) 6,013,048 
Manufactured building delivered out of state (694) DNR90 
Construction Design phase or professional services (690) 3,912,222 
Maintenance, repair, replace or alteration contract with a property owner (500) 223,205,391 
Online Lodging Marketplace revenue from Class 1 property (794) 6,194,007 
Credit for tax paid to an equivalent jurisdiction (684) 1,458,674 
Component parts for a manufactured product for resale (687) 3,077,388 
Tangible personal property not exceeding $200 purchased by an individual at 
retail outside the continental U.S. – USE TAX ONLY (693) 

 
NIA 

Advertising Supplements (688) NIA 
Tangible personal property purchased by a nonprofit charitable organization 
from the parent or affiliate organization located out of state – USE TAX ONLY 
(695) 

 
 

DNR 
Motor vehicles removed from inventory and provided to charitable or 
educational institutions or state universities or their affiliated organization – USE 
TAX ONLY (703) 

 
 

DNR 
Tangible personal property which directly enters into or becomes an ingredient 
or part of cards used as prescription plan identification cards – USE TAX ONLY 
(705) 

 
 

NIA 
Liquefied natural gas used to fuel compressor equipment – USE TAX ONLY (563) NIA 
Tangible personal property exempt under the Utility classification (707) DNR 
Purchase price of electricity bought by a retail electric customer from a utility 
when tax is paid under utility classification (709) 

 
NIA 

Purchase price of electricity or natural gas by a manufacturer or smelting 
operations (710) 

 
DNR 

Purchase price of electricity or natural gas by a business that operates an 
international operations center that is certified by the Arizona Commerce 
Authority (783) 

 
 

NIA 
Sales to Direct Pay permit holder (692) DNR 
3% of tax collected for 911 tax on prepaid wireless products (564) 228,755 
Leasing between affiliated companies (634) 5,988,381 
Rentals of personal property shipped & used exclusively out-of-state (593) 5,703,394 

 
 
 
 
 
 
 
 
 
 

89 No Information Available. 
90 Data Not Releasable. 
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Total “Data Not Releasable” (533, 534, 554, 555, 566, 568, 573, 576, 578, 581, 
583, 587, 588, 591, 598, 599, 600, 602, 607, 609, 615, 616, 619, 621, 626, 627, 
630, 633, 636, 641, 649, 652, 658, 661, 662, 667, 692, 668, 694, 695, 701, 703, 
704, 707, 710, 759, 772, 778, 787) 

 
 
 

84,137,273 
TOTAL VALUE OF ALL OTHER TRANSACTION PRIVILEGE AND USE TAX 
EXEMPTIONS 

 
$10,808,940,70091 

 

TOTAL QUANTIFIABLE TRANSACTION PRIVILEGE AND USE TAX EXPENDITURES92 
$16,803,312,824 

 
Value of exemptions from the Proposition 301 – Education Tax                          $2,016,397,539 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

91 Includes the value of exemptions that were not releasable. 
92 This amount represents foregone revenue to the state general fund, counties and incorporated 
cities and towns. 
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USE TAX 
 
 
DESCRIPTION 
 
The use tax is assessed on items purchased in other states and brought into Arizona for storage, use, or 
consumption, and for which no tax (or tax at a lesser rate) has been paid in another state.  The use tax serves to 
protect Arizona retailers from out-of-state competition by attempting to ensure that in-state and out-of-state 
purchases are taxed at an equal rate. 
 
In June 2010, the use tax rose from 5.6% to 6.6%, with the additional 1.0% dedicated exclusively to public primary 
and secondary education, health and human services, and public safety.  The tax increase, which lasted through 
May 2013, was not subject to the regular use tax distribution.  This rate increase was approved by voters on May 
18, 2010 and is commonly known as Proposition 100 [please see the Transaction Privilege Tax (TPT) section of this 
book for additional information]. 
 
In June 2001, the use tax rate had previously risen from 5.0% to 5.6%, with the extra 0.6% being dedicated to 
education.  This tax increase, which is in effect through June 30, 2021, was approved by voters in November 2000 
under Proposition 301.  Laws 2018, Chapter 74 extends the additional 0.6% education sales tax through June 30, 
2041.  (For more details on Laws 2018, Chapter 74, see the Transaction Privilege Tax section.) 
 
DISTRIBUTION 
 
Almost all use tax revenues are deposited in the General Fund.  Twenty percent of the revenue collected from the 
use tax on electricity purchased from electricity suppliers is designated as distribution base.  The remaining 80% is 
deposited in General Fund [A.R.S. § 42-5164].  The use tax collected from utilities makes up less than 1% of total 
use tax collections. 
 
Table 1 

COLLECTIONS 
 

Fiscal Year State General Fund Fiscal Year State General Fund 
 2020 $384,263,505  2010    $271,763,845 
 2019 $362,026,745  2009    $292,698,574 
 2018 $327,200,971  2008    $340,535,252 
 2017 $300,875,454  2007    $303,010,863 
 2016 $283,352,073  2006    $303,198,808 
 2015 $281,143,731  2005    $259,615,656 
 2014 $235,984,933  2004    $232,216,222 
 2013 $257,899,313  2003    $189,684,520 
 2012 $263,724,399  2002 $162,022,998 
 2011 $229,250,912  2001 $196,147,647 

 
SOURCE:  Department of Revenue (DOR), Annual Reports.   
 
WHO PAYS 
 
Individuals and Businesses 
The tax is paid by persons who make retail purchases of tangible personal property outside this state and store, 
use, or consume the item in Arizona.  If a sales tax has already been paid on the item in another state, the Arizona 
use tax does not apply.  The use tax is due, for example, when an Arizona resident purchases goods over the 
Internet from an out-of-state vendor that does not meet the economic nexus requirements under Laws 2019, 
Chapter 273 (for more information, please refer to the description of Laws 2019, Chapter 273 in the Transaction 
Privilege Tax section of the Tax Handbook).  In practice, the use tax is primarily paid by businesses.  Individuals are 



Use Tax 

 - 32 - 

also liable for the use tax but rarely pay it, because individuals are often unaware of the tax or are unwilling to 
“voluntarily” report a taxable transaction [A.R.S. § 42-5155]. 
 
Tribal Members and Businesses 
Purchases made on the reservation by Indian tribal members are not subject to the use tax.  This exclusion applies 
to affiliated Indian members who have been adopted into the tribe and who have attained full and unrestricted 
membership privileges in that tribe. 
 
Purchases made on the reservation by non-Indian or non-affiliated Indians are subject to the use tax if the 
property will be stored, used, or consumed in Arizona. 
 
Purchases made by Indian tribal members off the reservation are subject to the use tax.  Sales of tangible personal 
property to an Indian tribal member, however, are not subject to the use tax if the solicitation, delivery and 
payment of the goods take place on the reservation. 
 
There are no specific statutory references related to the imposition of Arizona state use tax on tribal members.  
Thus, to facilitate the administration of state use tax on Indian reservations, DOR has adopted use tax rulings based 
on the decisions in several court cases.  The most recent ruling, which is reflected in the description above, was 
issued in April 1995 and is referred to as TPR 95-11. 
 
REVENUE BASE AND RATE 
 
The revenue base is the sales price of tangible personal property purchased at retail in another state and brought 
to Arizona for storage, use, or consumption.  Statute mentions a few special cases in which the use tax is also 
applicable, including tangible personal property provided under the conditions of a warranty or service contract, 
motor vehicles removed from inventory, and motor vehicles used by motor vehicle manufacturers [A.R.S. § 42-
5155 – 5158]. 
 
As with the retail sales tax, the law provides a number of exemptions from the use tax.  The effect of these 
exemptions is to reduce the size of the use tax base [A.R.S. § 42-5155]. 
 
The current use tax rate is 5.6%, the same as the TPT rate for retail sales.  However, if the item has already been 
taxed in another state at a rate less than 5.6%, the use tax rate is reduced by the amount of the tax already 
imposed by the other state [A.R.S. § 42-5155 and § 42-5159]. 
 
PAYMENT SCHEDULE 
 
Use taxes are due to DOR on the 20th day of the month after the month in which the tax accrues.  For example, for 
taxable sales made in January, the tax payment is due to DOR by February 20 [A.R.S. § 42-5162]. 
 
Tax payments are delinquent if not received by DOR on or before the business day preceding the last business day 
of the month [A.R.S. § 42-5162].  (A business day is any day except Saturday, Sunday, or a legal Arizona state 
holiday.) 
 
DOR may allow taxpayers whose estimated annual use tax liability is between $500 and $1,250 to make quarterly 
tax payments.  Also, DOR may permit taxpayers with an estimated annual tax liability of less than $500 to make an 
annual payment.  If good cause is shown, DOR can allow a 2-month extension for filing the tax return [A.R.S. § 42-
5162]. 
 
Electronic filing and payment requirements are the same as for the Transaction Privilege Tax (TPT) [A.R.S. § 42-
5014]. 
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IMPACT OF STATUTORY CHANGES 
 
The following section is a summary by year of statutory changes that have been enacted by the Legislature since 
2014.   
 
There were no changes enacted to this tax in the period from 2014 through 2020. 
 
A listing of statutory changes prior to the 2014 legislative session is available on the JLBC website located at 
http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf. 
 

http://www.azleg.gov/jlbc/20taxbook/usetax.pdf
http://www.azleg.gov/jlbc/20taxbook/usetax.pdf
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SEVERANCE TAX ON METALLIFEROUS MINERALS 
 
 
DESCRIPTION 
 
The severance tax on metalliferous minerals (copper or other metals) is levied on the production or extraction 
from the earth of minerals.  The tax rate is 2.5%, and it is applied to 50% of the difference between the gross value 
of production and the production costs. 
 
DISTRIBUTION 
 
Eighty percent of metalliferous minerals tax revenue is designated as distribution base and is distributed as 
described in the Transaction Privilege Tax (TPT) section of this book.  The remaining 20% is designated for the 
General Fund.  Of the distribution base monies, 34.49% is allocated to the General Fund, 40.51% is designated to 
the counties, and 25% goes to the cities [A.R.S. § 42-5205]. 
 
Table 1 

COLLECTIONS AND DISTRIBUTION 
 

Fiscal Year General Fund Cities Counties Total 
 2020 $6,046,291 $2,540,886 $4,117,251 $12,704,428 
 2019 $8,210,336 $3,450,301 $5,590,868 $17,251,505 
 2018 $11,689,484 $4,912,373 $7,960,010 $24,561,867 
 2017 $8,746,056 $3,675,431 $5,955,669 $18,377,156 
 2016 $7,232,083 $3,039,201 $4,924,722 $15,196,006 
 2015 $11,832,303 $4,972,391 $8,057,263 $24,861,957 
 2014 $12,464,109 $5,237,901 $8,487,495 $26,189,505 
 2013 $14,196,409 $5,965,880 $9,667,113 $29,829,402 
 2012 $19,311,779 $8,115,557 $13,150,448 $40,577,783 
 2011  $19,149,246 $8,047,254 $13,039,770 $40,236,270 
 2010  $13,848,584 $5,819,711 $9,430,259 $29,098,554 
 2009 $8,666,537 $3,642,014 $5,901,520 $18,210,071 
 2008 $20,822,267 $8,750,323 $14,179,023 $43,751,613 
 2007 $20,725,843 $8,709,801 $14,113,362 $43,549,006 
 2006 $14,486,992 $6,087,995 $9,864,986 $30,439,973 
 2005 $7,804,650 $3,279,819 $5,314,617 $16,399,086 
 2004 $3,112,796 $1,308,118 $2,119,674 $6,540,588 
 2003 $539,399 $224,889 $361,945 $1,126,233 
 2002 $(49,954) $(21,400) $(35,237) $(106,591) 
 2001 1/ $56 $1,609,331 $2,607,994 $4,217,380 

____________ 
1/ Note Laws 1999, 1st Special Session, Chapter 5. 
 
SOURCE:  Department of Revenue, Annual Reports.   
 

 
WHO PAYS 
 
The tax is paid by “severers,” or persons engaged in the business of mining metalliferous minerals from the earth 
[A.R.S. § 42-5202 and § 42-5201].  
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REVENUE BASE AND RATE 
 
The severance tax on metalliferous minerals is levied at the rate of 2.5% on a tax base that is 50% of the difference 
between the gross value of production and the production costs [A.R.S. § 42-5202 and § 42-5204]. 
 
Metalliferous minerals are defined as copper, gold, silver, or other metals or ores that are mined in this state 
[A.R.S. § 42-5201]. 
 
The tax does not apply to metalliferous products sold at retail [A.R.S. § 42-5203].  These items are taxed under TPT. 
 
PAYMENT SCHEDULE 
 
Payments for this tax are due on the same schedule as for the Transaction Privilege Tax (TPT) [A.R.S. § 42-5205]. 
Electronic filing and payment requirements are the same as for TPT [A.R.S. § 42-5014]. 
 
IMPACT OF STATUTORY CHANGES 
 
The following section is a summary by year of statutory changes that have been enacted by the Legislature since 
2014.   
 
There were no changes enacted to this tax from 2014 through 2020. 
 
A listing of statutory changes prior to the 2014 legislative session is available on the JLBC website located at 
http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf. 
 

http://www.azleg.gov/jlbc/20taxbook/severtax.pdf
http://www.azleg.gov/jlbc/20taxbook/severtax.pdf
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JET FUEL EXCISE AND USE TAX 
 
 
DESCRIPTION 
 
The jet fuel excise tax is a tax levied on the retail sale of jet fuel.  The jet fuel use tax is a tax levied on the storage, 
use, or consumption in the state of jet fuel purchased from a retailer [A.R.S. § 42-5352]. 
 
DISTRIBUTION 
 
Through FY 2017, 40% of the excise tax revenue collected was designated as distribution base and was distributed 
as described in the Transaction Privilege Tax (TPT) section of this book.  Sixty percent of the excise tax revenue, 
and 100% of the use tax revenue, was credited directly to the state General Fund [A.R.S. § 42-5353].  Tables 1 and 
2 below provide a history of jet fuel excise tax and use tax distributions over the last 20 years. 
 
Effective August 9, 2017, Laws 2017, Chapter 312 provides that 100% of jet fuel excise and jet fuel use tax 
collections be deposited in the State Aviation Fund.  To hold the General Fund, cities and counties harmless, 
Chapter 312 provides that monies received from the aircraft license tax (pursuant to A.R.S. § 28-8345) be 
distributed as follows:   
 
• 50% to the state General Fund 
• 9.5% to counties based on proportion of total state population 
• 5.5% to incorporated cities and towns based on proportion of total state population  

 
Chapter 312 provides that the remaining 35% to the aircraft license tax be deposited in the State Aviation Fund.  
(For more details, see the Aircraft License Tax section.)   
 

Table 1 
DISTRIBUTION OF JET FUEL EXCISE TAX 

 
Fiscal Year General Fund Cities Counties Total 
 2020 $40 $5 $9 $54 
 2019 1/ $(9,209) $(2,343) $(3,796) $(15,348) 
 2018 $304,997 $41,330 $66,971 $413,298 
 2017 $2,682,036 $363,439 $588,917 $3,634,392 
 2016 $3,166,950 $429,149 $695,394 $4,291,492 
 2015 $2,913,538 $394,810 $639,750 $3,948,098 
 2014 $2,181,056 $301,707 $534,309 $3,017,072 
 2013 $2,637,640 $362,379 $623,767 $3,623,786 
 2012 $2,811,537 $380,987 $617,353 $3,809,877 
 2011 $3,819,798 $517,616 $838,745 $5,176,159 
 2010 $3,291,706 $446,054 $722,789 $4,460,549 
 2009 $2,982,561 $404,163 $654,906 $4,041,630 
 2008 $3,421,347 $462,874 $752,020 $4,636,291 
 2007 $3,584,305 $485,704 $787,036 $4,857,045 
 2006 $4,471,848 $605,974 $981,921 $6,059,743 
 2005 $3,941,095 $534,053 $865,378 $5,340,526 
 2004 $3,833,833 $519,518 $841,826 $5,195,177 
 2003 $4,308,588 $583,851 $946,073 $5,838,512 
 2002 $4,167,728 $564,764 $915,143 $5,647,635 
 2001 $4,333,585 $587,239 $951,561 $5,872,385 
_______ 
1/ The negative amounts in FY 2019 were due to the issuance of refunds by DOR. 
SOURCE: Department of Revenue (DOR), Annual Reports.   
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Table 2 
DISTRIBUTION OF JET FUEL USE TAX 

    
Fiscal Year General Fund Fiscal Year General Fund 
 2020 $4  2010 $828,265 
 2019 1/ $(24,511)  2009 $679,816 
 2018 $154,726  2008 $1,045,498 
 2017 $636,438  2007 $906,377 
 2016 $805,035  2006 $724,106 
 2015 $671,606  2005 $890,252 
 2014 $555,401  2004 $724,543 
 2013 $701,492  2003 $501,537 
 2012 $731,896  2002 $728,989 
 2011 $320,137  2001 $740,281 

    

_______+ 
1/ The negative amount in FY 2019 was due to the issuance of refunds by DOR. 
SOURCE:  DOR, Annual Reports.   

 
WHO PAYS 
 
The excise tax is paid by every person engaging or continuing in the retail sale of jet fuel.  The use tax is levied on 
the storage, use, or consumption in Arizona of jet fuel purchased from a retailer in any case in which the excise tax 
has not been paid to the state [A.R.S. § 42-5352]. 
 
REVENUE BASE AND RATE 
 
The tax rate is 3.05¢ per gallon on the first 10 million gallons of jet fuel per filer.  The tax on amounts over 10 
million gallons was reduced from 3.05¢ per gallon to 2.05¢ per gallon in FY 1993, to 1.05¢ per gallon in FY 1994, 
and is not subject to tax in FY 1995 and thereafter [A.R.S. § 42-5352]. 
 
The jet fuel excise tax does not apply to jet fuel that is sold in Arizona to commercial airlines and used on flights 
that originate in the state and whose first outbound destination is outside of the United States [A.R.S. § 42-5354].  
 
PAYMENT SCHEDULE 
 
Taxes are collected and due in the same manner as for the Transaction Privilege Tax (TPT) [A.R.S. § 42-5353].  
Electronic filing and payment requirements are the same as for TPT [A.R.S. § 42-5014]. 
 
IMPACT OF STATUTORY CHANGES 
 
The following section is a summary by year of statutory changes that have been enacted by the Legislature since 
2014. 
 
There were no changes enacted to this tax in the period from 2014 to 2016, and from 2018 to 2020. 
 
2017 LAWS 
 
Laws 2017, Chapter 312 provides that 100% of jet fuel excise and jet fuel use taxes be deposited in the State 
Aviation Fund.  To hold the General Fund, cities, and counties harmless, Chapter 312 provides that monies received 
from the aircraft license tax be distributed as follows:  
 
• 50% to the state General Fund 
• 9.5% to counties based on proportion of total state population 
• 5.5% to incorporated cities and towns based on proportion of total state population 
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Chapter 312 provides that the remaining 35% of the aircraft license tax be deposited in the State Aviation Fund. 
 
The changes under Chapter 312 stemmed from a December 2014 federal policy change that requires aviation fuel 
taxes to be used only for airport-related purposes.  To be in compliance with this federal policy change, Chapter 
312 distributes all jet fuel excise and use tax revenues to the State Aviation Fund, as noted above.  To make this 
change revenue neutral, Chapter 312 modifies the aircraft license tax distribution to backfill the losses to the state 
General Fund, cities and counties.  (Effective August 9, 2017) 
 
A listing of statutory changes prior to the 2014 legislative session is available on the JLBC website located at 
http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf. 
 

http://www.azleg.gov/jlbc/20taxbook/jetfuel.pdf
http://www.azleg.gov/jlbc/20taxbook/jetfuel.pdf
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Appendix B 
 

COMPARISON OF PUBLIC AND PRIVATE SCHOOL TAX CREDITS 
 

Table A:  Statutes, Caps & Data 
 

 

Type 
 

Category 
Statute  

Cap 
# of STOs 1/ 

(that received 
donations) 

Donations 1/ Scholarships 1/ 

 

STO 
 

Tax Credit $ 2/ # Average # Average 

Individual 

Public School 
Extracurricular 

NA A.R.S. § 43-1089.01 $200 single/ 
$400 married 
filing jointly 

-- $56.0 M 292,429 $192 -- -- 

Private School      
Original 

A.R.S. § 43-1601 
through 43-1605 

A.R.S. § 43-1089 $569 single/ 
$1,138 married 
filing jointly 3/ 

56 $68.5 M 88,532 $774 36,579 $1,737 

Private School 
“Switcher” 4/ 

A.R.S. § 43-1601 
through 43-1605 

A.R.S. § 43-1089.03 $566 single/ 
$1,131 married 
filing jointly 3/ 

56 $42.2 M 49,794 $847 26,859 $1,396 

Corporate & 
Insurance 
Premium 

Private School            
Low-Income 

Student 

A.R.S. § 43-1501 
through 1507 
(except 1505) 

A.R.S. § 43-1183 & 
20-224.06 

$123,042,188 5/ 49 $89.1 827 $107,812  28,972 $2,354 

Private School 
Displaced/Disabled  

Student 

A.R.S. § 43-1501 
through 1507 
(except 1504) 

A.R.S. § 43-1184 & 
20-224.07 

$5.0 M 14 $5.0 M 51 $98,039 1,105 $5,303 

____________ 
1/  Public school tax credit data are for calendar year 2018 (latest reported data); private school data are for fiscal year 2019 (individual income tax and corporate income tax; latest reported data). 
2/  Total donations in the table are $260.8 million for the mix of years represented (see footnote 1).  Donations for a given year may not equal tax credits for that year depending on donors’ tax liabilities and 

because corporations and insurers may carry forward tax credits for up to 5 years before using them.  Similarly, donations for a given year may not equal total scholarship disbursements for that year because 
STOs may reserve a portion of current year donations for future year scholarships and may use up to 10% of donations for administration.    

3/  Adjusted annually for inflation.  Figures shown are for Tax Year 2019 (latest published data).  
4/  Referred to as the “Switcher” credit in Department of Revenue publications, since it is limited mostly to students switching from public to private schools (A.R.S. § 43-1603E) 
5/  Cap is for FY 2021.  Increases annually by the amounts stipulated in A.R.S. § 43-1183.C1, as amended by Laws 2019, Chapter 281.  

 
Note:  "Empowerment Scholarship Accounts" (ESA's) authorized by A.R.S. § 15-2402 are not included in this analysis, as they are funded with appropriated state monies rather than contributions that qualify an 
individual or corporation for a state tax credit.  Student must meet criteria specified in A.R.S. §15-2401 to qualify for an ESA.  ESAs are funded under formulas prescribed in A.R.S. §15-2402C&D.  In FY 2020, 7,781 
students received $106.8 million in total ESA funding. 
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Table B:  Program Restrictions 
 

Type Category Donors Recipients Use of Funds 1/ Earmarking Other 

Individual 

Public School 
Extracurricular 

Individual 
income tax 
filers 

Public 
schools 

Extracurricular 
activities, character 
education, and 
college or industry 
testing fees  

Can designate a 
specific student, 
school club, or use  

Funds can only be used for activities or programs of public schools specified in statute, such as 
standardized testing for college credit, standardized testing preparation, industry certification exams, 
CPR training, character education programs and extracurricular activities.  Extracurricular activities 
include band uniforms, equipment or uniforms for varsity athletics, scientific laboratory equipment 
or materials, or in-state or out-of-state trips that are solely for competitive events. Extracurricular 
activities do not include any senior trips or events that are recreational, amusement or tourist 
activities.   

Original 

Individual 
income tax 
filers 

Private 
school 
students 

Private school 
scholarships 

Taxpayer may 
recommend 
recipient; may not 
recommend funds for 
own dependent or 
another's dependent 
in a donation swap 

The tax credit is not allowed if the taxpayer designates the taxpayer's contribution to the school 
tuition organization for the direct benefit of any dependent of the taxpayer or if the taxpayer 
designates a student beneficiary as a condition of the taxpayer's contribution to the school tuition 
organization. A taxpayer may not claim a tax credit if the taxpayer agrees to swap donations with 
another taxpayer to benefit either taxpayer's own dependent. A STO cannot award, restrict or 
reserve scholarships solely based on a donor's recommendation. If a STO scholarship exceeds a 
school's total cost of educating the recipient, the school must return the excess portion to the STO. 

“Switcher”  

Individual 
income tax 
filers 

Private 
school 
students 

Private school 
scholarships 

Taxpayer may 
recommend 
recipient; may not 
recommend funds for 
own dependent or 
another's dependent 
in a donation swap 

The tax credit is allowed only after the taxpayer has used the maximum tax credit available under the 
“Original” program.  All restrictions for "Original" also apply to "Switcher."  In addition, "Switcher" 
scholarships may only be awarded to public school transfers, kindergartners, preschool disabled 
students, military dependents, or pupils who received a corporate STO or "Switcher" scholarship in 
the prior year.  A STO shall give priority to students and siblings of students on a waiting list for 
scholarships if the STO maintains a waiting list.  If a STO scholarship exceeds a school's total cost of 
educating the recipient, the school must return the excess to the STO. 

Corporate 
and 

Insurance 
Premium 

Low-Income           
Student  

Corporations, 
Insurers & S 
Corporations 

Private 
school 
students 
from "low 
income" 
households 

Private school 
scholarships 

Not allowed 1. Family income cannot exceed 185% of the income limit required to qualify a child for reduced 
price lunches under the national school lunch and child nutrition acts (maximum annual income 
of $88,130 for a family of four for FY 2020). 

2.  The student receiving the scholarship must meet one of the following: 
a. Attended a public primary or secondary school as a full-time student or attended a public 
 program for preschool disabled pupils for at least ninety days or one full semester of the 

               prior fiscal year. 
 b. Enroll in a private school kindergarten or preschool disabled program. 

c. Be a military dependent. 
d. Received an individual or corporate STO scholarship in the prior year and continues to attend 
 a qualified private school. 

3.  The total scholarship amount per pupil from each STO increases each year by $100.  In FY 2020, a 
STO cannot issue a scholarship in an amount that exceeds: 
a. $5,300 for students in kindergarten through grade 8 
b. $6,600 for students in grades 9 through 12. 

Displaced/  
Disabled 
Student 

Corporations, 
Insurers & S 
Corporations 

Private 
school 
students 
with 
disabilities 
or foster 
care history 

Private school 
scholarships 

Not allowed 1. The student must have been either placed in foster care at any time before graduating from high 
school or obtaining GED or have been identified at any time as having a disability under federal 
or state law. 

2. The amount of the scholarship shall not exceed the lesser of the cost of tuition or 90% of the 
amount of state aid that would have been computed for the student to attend public school. 

____________ 
1/ All STOs must allocate at least 90% of their tax credit-related revenues for scholarships or grants, so STOs can spend a maximum of 10% of those revenues on program administration. 
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Appendix C 
 

LIST OF TAX CREDITS WITH STATUTORY ENDING DATES 
 
 
   
   

INCOME TAX CREDITS WITH STATUTORY ENDING DATES 
   
Name of Credit Type of Credit Ending Date 
   Agricultural Pollution Control Equipment Corporate December 31, 2019 1/ 

Environmental Technology Facility Individual December 31, 2019 2/ 

Family Income Tax Credit Individual December 31, 2041 3/ 

Facility Credit Individual/Corporate December 31, 2030 4/ 
Healthy Forest Enterprise Individual December 31, 2024 
Healthy Forest Enterprise Corporate December 31, 2019 1/ 
Military Family Relief Fund Individual December 31, 2026 5/ 

New Employment Individual/Corporate/Insurance June 30, 2025           6/ 
Renewable Energy Investment and Production 
for Self-Consumption 

Corporate December 31, 2025 7/ 

Renewable Energy Production Individual/Corporate December 31, 2020 8/ 
School Site Donation Corporate December 31, 2019 1/ 
Small Business (“Angel”) Investment Individual December 31, 2024 9/ 
Solar Energy Devices for Commercial  
    and Industrial Purposes 

Individual/Corporate December 31, 2018 

____________ 
1/ Laws 2020, Chapter 43 repealed the corporate (but not the individual) credit for taxable years beginning from and after 
December 31, 2019. 
2/ Laws 2020, Chapter 43 repealed the credit for taxable years beginning from and after December 31, 2019. 
3/   Laws 2018, Chapter 74 extended the ending date of this credit from December 31, 2020 to December 31, 2041. 
4/ Statute provides that credits can be claimed in 5 annual installments.  Laws 2020, Chapter 7 extended the credit from 
December 31, 2022 to December 31, 2030.  Given that a taxpayer may begin earning credits as late as TY 2030, the latest year 
a credit may be claimed under the 5-year schedule is TY 2034. 
5/ Laws 2018, Chapter 199 extended the ending date of the credit from December 31, 2018 to December 31, 2026.   
6/ Statute prevents the Arizona Commerce Authority from authorizing new credits after June 30, 2025.  Credits associated 
 with 1 net new job can be claimed for 3 years.  A company may claim first year credits for separate new jobs for up to 3 
 consecutive years.  Since second and third year credits may be claimed against each of the new positions, the taxpayer 
 may claim credits for up to a total of 5 consecutive years.  Credits therefore, may be claimed through TY 2029. 
7/ Credit authorization for a certified International Operation Center (IOC) is allowed through December 31, 2025.  Thus, an 
 IOC may not generate new credits after this date.   
8/ Statute provides that credits can be claimed for 10 consecutive years beginning with the calendar year in which the 
 taxpayer holds title to a qualified energy generator that first produces electricity between January 1, 2011 and December 
 31, 2020.  Given that a taxpayer may begin earning credits as late as TY 2020, the latest year a credit may be earned under 
 the 10-year schedule is TY 2030.   
9/ Credit authorization is only allowed through June 30, 2021.  Thus, no new credits can be generated after this date.   
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Table B:  Program Restrictions 
 

Type Category Donors Recipients Use of Funds 1/ Earmarking Other 

Individual 

Public School 
Extracurricular 

Individual 
income tax 
filers 

Public 
schools 

Extracurricular 
activities, character 
education, and 
college or industry 
testing fees  

Can designate a 
specific student, 
school club, or use  

Funds can only be used for activities or programs of public schools specified in statute, such as 
standardized testing for college credit, standardized testing preparation, industry certification exams, 
CPR training, character education programs and extracurricular activities.  Extracurricular activities 
include band uniforms, equipment or uniforms for varsity athletics, scientific laboratory equipment 
or materials, or in-state or out-of-state trips that are solely for competitive events. Extracurricular 
activities do not include any senior trips or events that are recreational, amusement or tourist 
activities.   

Original 

Individual 
income tax 
filers 

Private 
school 
students 

Private school 
scholarships 

Taxpayer may 
recommend 
recipient; may not 
recommend funds for 
own dependent or 
another's dependent 
in a donation swap 

The tax credit is not allowed if the taxpayer designates the taxpayer's contribution to the school 
tuition organization for the direct benefit of any dependent of the taxpayer or if the taxpayer 
designates a student beneficiary as a condition of the taxpayer's contribution to the school tuition 
organization. A taxpayer may not claim a tax credit if the taxpayer agrees to swap donations with 
another taxpayer to benefit either taxpayer's own dependent. A STO cannot award, restrict or 
reserve scholarships solely based on a donor's recommendation. If a STO scholarship exceeds a 
school's total cost of educating the recipient, the school must return the excess portion to the STO. 

“Switcher”  

Individual 
income tax 
filers 

Private 
school 
students 

Private school 
scholarships 

Taxpayer may 
recommend 
recipient; may not 
recommend funds for 
own dependent or 
another's dependent 
in a donation swap 

The tax credit is allowed only after the taxpayer has used the maximum tax credit available under the 
“Original” program.  All restrictions for "Original" also apply to "Switcher."  In addition, "Switcher" 
scholarships may only be awarded to public school transfers, kindergartners, preschool disabled 
students, military dependents, or pupils who received a corporate STO or "Switcher" scholarship in 
the prior year.  A STO shall give priority to students and siblings of students on a waiting list for 
scholarships if the STO maintains a waiting list.  If a STO scholarship exceeds a school's total cost of 
educating the recipient, the school must return the excess to the STO. 

Corporate 
and 

Insurance 
Premium 

Low-Income           
Student  

Corporations, 
Insurers & S 
Corporations 

Private 
school 
students 
from "low 
income" 
households 

Private school 
scholarships 

Not allowed 1. Family income cannot exceed 185% of the income limit required to qualify a child for reduced 
price lunches under the national school lunch and child nutrition acts (maximum annual income 
of $88,130 for a family of four for FY 2020). 

2.  The student receiving the scholarship must meet one of the following: 
a. Attended a public primary or secondary school as a full-time student or attended a public 
 program for preschool disabled pupils for at least ninety days or one full semester of the 

               prior fiscal year. 
 b. Enroll in a private school kindergarten or preschool disabled program. 

c. Be a military dependent. 
d. Received an individual or corporate STO scholarship in the prior year and continues to attend 
 a qualified private school. 

3.  The total scholarship amount per pupil from each STO increases each year by $100.  In FY 2020, a 
STO cannot issue a scholarship in an amount that exceeds: 
a. $5,300 for students in kindergarten through grade 8 
b. $6,600 for students in grades 9 through 12. 

Displaced/  
Disabled 
Student 

Corporations, 
Insurers & S 
Corporations 

Private 
school 
students 
with 
disabilities 
or foster 
care history 

Private school 
scholarships 

Not allowed 1. The student must have been either placed in foster care at any time before graduating from high 
school or obtaining GED or have been identified at any time as having a disability under federal 
or state law. 

2. The amount of the scholarship shall not exceed the lesser of the cost of tuition or 90% of the 
amount of state aid that would have been computed for the student to attend public school. 

____________ 
1/ All STOs must allocate at least 90% of their tax credit-related revenues for scholarships or grants, so STOs can spend a maximum of 10% of those revenues on program administration. 
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PROPERTY TAX 
 
 
DESCRIPTION 
 
Arizona has 2 distinct types of property taxes: primary and secondary.  Primary property taxes are levied to pay for 
the maintenance and operation of a taxing jurisdiction.  Secondary property taxes are levied to pay for bond 
indebtedness, voter-approved budget overrides, and special districts such as fire or sanitary districts.  Although the 
state property tax was repealed in 1996, primary property tax collections in certain districts are still deposited in 
the state General Fund.  The monies deposited into the state General Fund are from taxes levied on property not 
located within any school district, so-called unorganized districts [A.R.S. § 15-991.01], and on property in certain 
school districts ineligible for state aid, sometimes referred to as minimum qualifying tax rate (MQTR) districts 
[A.R.S. § 15-992].  (For more details, see Tax Rate section.) 
 
Property is listed in 2 categories:  real property and personal property.  Real property includes land, buildings, and 
improvements to land.  Personal property includes property used for commercial, industrial, and agricultural 
purposes, such as office furniture, business equipment, and tools.  In addition, most mobile homes in Arizona are 
taxed as personal property.   
 
Assessment duties are divided between the Department of Revenue (DOR) and the 15 county assessors.  
Generally, geographically dispersed and complex properties, such as mines, utilities, airlines, and railroads, 
commonly referred to as “centrally valued property,” are valued by DOR.  All other properties are valued by the 
county assessors and are, therefore, referred to as “locally assessed property.”  (For more details, see Tax Base 
section.) 
 
Property in Arizona is classified for assessment purposes into 9 legal classes, with sub-classifications in many of 
those classes.  The classification is based on the current use of the property by its owner, such as commercial, 
agricultural, or residential.  Each legal class has an assessment ratio, which is specified by statute.  The assessment 
ratio, which currently ranges from 1% to 18%, is used to calculate the assessed value of a property.  (For more 
details, see Tax Rate section.) 
 
DISTRIBUTION 
 
As mentioned previously, revenues from unorganized and MQTR districts are deposited in the state General Fund.  
Otherwise, every taxing jurisdiction simply collects what it levies.  (Please see Tax Rate section for more 
discussion.)  Property tax collected and deposited in the General Fund is shown in Table 1 below. 
 

Table 1 
 

STATE GENERAL FUND COLLECTIONS 
 
Fiscal Year General Fund Fiscal Year General Fund 

 2020 $24,142,944  2010 $20,269,632 
 2019 $29,683,305  2009 $18,244,500 
 2018 $38,719,634  2008 $20,041,338 
 2017 $32,538,497  2007 $24,486,025 
 2016 $38,483,335  2006 $24,998,760 
 2015 $36,515,876  2005 $25,245,622 
 2014 $25,611,186  2004 $33,266,987 
 2013 $13,202,508  2003 $19,433,856 
 2012 $15,887,896  2002 $29,153,274 
 2011 $20,333,501  2001 $32,942,815 

    
SOURCE:  DOR and State Treasurer’s Office. 
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Property tax in Arizona is primarily a local revenue source as the state General Fund currently receives less than 
0.5% of all taxes levied in the state.  Table 2 below shows the distribution of property taxes among local taxing 
jurisdictions. 
 

Table 2 
 

PRIMARY AND SECONDARY COMBINED PROPERTY TAX LEVIES 
 

Jurisdiction        FY 2020        FY 2019        FY 2018        FY 2017        FY 2016 
State 1/ $331,639,370 $330,337,012 $330,887,686 $323,278,892 $321,563,137 
Counties $1,592,272,542 $1,503,789,530 $1,471,069,472 $1,396,414,883 $1,344,606,835 
Cities & Towns $731,541,390 $689,943,413 $652,664,972 $632,382,470 $572,084,282 
School Districts $4,015,912,086 $3,863,097,626 $3,711,122,953 $3,614,915,972 $3,442,285,660 
Special Districts $613,797,032 $574,865,962 $531,248,566 $504,795,963 $485,030,182 
Community Colleges $925,914,892 $901,776,096 $875,445,399 $856,480,862 $836,759,615 
    TOTAL $8,211,077,312 $7,863,809,639 $7,572,439,048 $7,328,269,042 $7,002,329,711 
 
____________ 
1/ Although the state equalization assistance property tax is technically a school district tax (see A.R.S. § 15-994), ATRA lists it as a 

state tax for reporting purposes since the tax levy reduces Basic State Aid to schools by an equal amount.  Pursuant to Laws 
2006, Chapter 354, the state equalization tax was not levied in FY 2007, FY 2008 and FY 2009.   

 
SOURCE:  Arizona Tax Research Association (ATRA). 

 
WHO PAYS 
 
The owner of record, or the person who is the purchaser under a deed of trust or an agreement of sale, is liable for 
the payment of the tax [A.R.S. § 42-15101].   
 
Tribal Members 
The Arizona Constitution provides that a property owned by an Indian tribal member is exempted from taxation if 
such property is located within an Indian reservation or has been acquired under an act of Congress [Article 20, 
Section 5].  Laws 2005, Chapter 276 provides that property outside an Indian reservation that is owned by an 
Indian tribe or tribally designated housing authority, is exempted from taxation if such property provides low 
income rental housing for Indian tribal members [A.R.S. § 42-11131].  
 
REVENUE BASE  
 
Since 1980, the state has used 2 distinct valuation bases for levying property taxes and for this reason each 
property is assigned 2 values:  limited property value and full cash value.  The former is also referred to as primary 
value and the latter as secondary value.  
 
Full Cash Value (FCV)  
A property’s full cash value is the value determined as prescribed by statute.  If no statutory method is prescribed, 
full cash value is synonymous with market value, as determined by standard appraisal methods.  There are no 
restrictions or limitations on full cash value growth [A.R.S. § 42-11001]. 
 
Although property values in Arizona are based on market value as represented by sales price, Arizona statutes set 
sales ratio standards at 81% of nominal sales price for commercial and industrial properties, and 82% for 
residential and other properties.  These standards allow for the exclusion of personal property items included in 
sales, financing incentives, time on the market, and reasonable mass appraisal errors [A.R.S. § 42-11054E]. 
 
The Legislature has also mandated that specific types of property be appraised on a basis other than market value.  
These property types are agricultural, shopping centers, certain golf courses, and most centrally valued properties, 
such as electric and gas utilities [A.R.S. § 42-13101 through 42-13206]. 
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Limited Property Value (LPV) 
A property’s limited value is the value determined as provided by Article 9, Section 18 of the Arizona Constitution, 
and further defined by Section 42-13301, 42-13302, and 42-13304 of Arizona Revised Statutes.  The limited value 
can equal but not exceed the full cash value of a property.  Limited property valuations are derived on an 
individual parcel basis by using one of the following methods: 
 
• For a parcel in which there has been no physical change in either land or improvement since the prior year, no 

change in use, and the property was not totally omitted from the tax roll in the preceding valuation year, the 
parcel’s limited value is established at its previous year’s LPV increased by 5%.  The property’s LPV can never 
exceed its FCV [A.R.S. § 42-13301].  In the Department of Revenue's (DOR) Assessment Procedures Manual, 
this calculation is referred to as "Rule A." 

 
• For a parcel for which the land or improvement was erroneously omitted from the preceding year's property 

tax roll, had a change in use, was modified by new construction, destruction or demolition, or was spilt or 
consolidated, the parcel’s limited value is established at a level or percentage that is commensurate to the 
relationship of LPV to FCV of other properties of the same or similar use or legal classification [A.R.S. § 42-
13302].  In DOR's Assessment Procedures Manual, this calculation is referred to as "Rule B."  

 
Prior to the enactment of Laws 2019, Chapter 306, DOR's guidelines stipulated that Rule B applied when 
modification to a property resulting from construction, destruction of demolition equaled 10% or more of the prior 
valuation year's FCV for that property.  If the value of such modification was less than 10%, Rule A applied.  
Chapter 306 provides that the Rule B calculation be applied when the value of the modification resulting from 
construction, destruction, or demolition is 15% or greater that the property's FCV in the preceding valuation year.   
 
The limit on increases in property values, as described above, does not apply to: (1) personal property other than 
mobile homes and (2) centrally valued property [A.R.S. § 42-13304].  The limited and full cash values of personal 
property (except mobile homes) and most centrally valued property are the same. 
 
Proposition 117 
On November 6, 2012, voters approved Proposition 117, which provided 2 significant changes to the Arizona 
Constitution, beginning in TY 2015.  First, Proposition 117 reduced the maximum year-over-year increase of limited 
property value from 10% (or an amount equal to 25% of the difference between the current year’s full cash value 
and the previous year’s limited value, whichever is greater) to 5%.  Second, Proposition 117 provides that limited 
property value be the basis for levying all property (i.e., both primary and secondary) taxes.  Through TY 2014, 
limited property value was the basis for levying primary taxes whereas full cash value was the basis for levying 
secondary taxes.    
 
Laws 2013, Chapter 66 conformed Arizona Revised Statutes to the voter-approved constitutional amendments 
under Proposition 117.  Among the conforming changes included in Chapter 66 was the removal of any statutory 
reference to the terms “primary net assessed valuation” and “secondary net assessed valuation.”  To reflect the 
use of a single tax base, these terms were replaced by the generic term “net assessed valuation.”  Note, however, 
that Chapter 66 retained the statutory terms “primary property taxes” and “secondary property taxes.” 
Additionally, Chapter 66 clarified that limited value is the basis for levying both primary and secondary taxes on all 
property except locally assessed personal property (other than mobile homes) and centrally valued property.  
Instead, full cash value is the basis for levying primary and secondary taxes on such property [A.R.S. § 42-13304]. 
 
Net Assessed Value (NAV) 
A property’s assessed value is derived by multiplying the property’s full cash value and limited value by the 
applicable assessment ratio, which depends on the legal classification of the property as shown in Table 3.  NAV is 
obtained by subtracting any applicable exemption from the property’s assessed value.     
 
A property’s tax liability is determined by multiplying the applicable tax rate with the NAV of the property divided 
by 100.  (Pursuant to A.R.S. § 42-17151, the tax rate is determined per $100 NAV.)  This means that the property 
tax liability depends on 3 factors: (1) the limited property value as determined by the county assessor or DOR, (2) 
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the assessment ratio based on the use of the property, and (3) the tax rate as set by the taxing jurisdiction (see Tax 
Rate section). 
 
Table 3 
 

PROPERTY TAX CLASSES AND TAX YEAR 2020 ASSESSMENT RATIOS 
   
 

Class 
Assessment 

Ratio 
 

Property Usage 
1 18% Properties of mining, utility, and telecommunication companies, standing timber, airport 

fuel delivery, producing oil and gas property, pipeline property, shopping centers, golf 
courses, manufacturers, and most other commercial property.  [A.R.S. § 42-12001].  Note 
that Laws 2011, 2nd Special Session Chapter 1 reduces the assessment ratio to 19.5% in 
TY 2013, 19.0% in TY 2014, 18.5% in TY 2015, and 18.0% in TY 2016, when fully 
implemented.     

2 15% Agricultural property, properties of nonprofit organizations, and vacant land.  [A.R.S. § 
42-12002].  Note that Laws 2011, 2nd Special Session Chapter 1 reduces the assessment 
ratio to 15% in TY 2016. 

3 10% Primary residential property.  [A.R.S. § 42-12003]. 
4 10% Non-primary residential property as well as leased or rented residential property.  [A.R.S. 

§ 42-12004]. 
5 15% Airlines, railroad, and private car company property.  [A.R.S. § 42-12005].  This 

assessment ratio is annually determined by DOR. 
6 5% Noncommercial historic property, property located in a foreign trade, military reuse, or 

enterprise zone, property of a qualified environmental technology manufacturing facility.  
[A.R.S. § 42-12006]. 

7 18% or 1% Property that meets the criteria for Class 1 property and also the criteria for commercial 
historic property.  [A.R.S. § 42-12007].  

8 10% or 1% Property that meets the criteria for Class 4 property and also the criteria for commercial 
historic property.  [A.R.S. § 42-12008].  

9 1% Improvements on federal, state, county, and municipal property.  [A.R.S. § 42-12009]. 
 
Table 4 
 

STATEWIDE PRIMARY AND SECONDARY NET ASSESSED VALUATION (NAV) 
   

Tax Year Primary NAV Secondary NAV 
2020 $69,914,521,042 $90,007,317,461 
2019 $66,154,632,834 $82,730,928,616 
2018 $62,328,439,592 $76,437,036,352 
2017 $59,406,279,473 $71,673,967,461 
2016 $56,589,592,481 $67,262,138,649 

 
SOURCE:  ATRA and DOR. 
 
Real Property versus Personal Property.  Real property is generally synonymous with real estate and includes land, 
buildings, and improvements to land.  Personal property is property other than real estate and includes items such 
as manufactured housing, office furniture, business equipment, and tools.  Personal property is usually movable 
and not permanently attached to real estate.   
 
Centrally Valued Property.  As noted previously, certain property is subject to valuation by DOR.  Such property, 
commonly referred to as “centrally valued property,” is listed below. 
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• Mines, mills, and smelters [A.R.S. § 42-14051]. 
• Oil, gas, and geothermal properties [A.R.S. § 42-14101]. 
• Gas, water, electric, and sewer and wastewater utilities [A.R.S. § 42-14151]. 
• Pipelines [A.R.S. § 42-14201]. 
• Airline companies [A.R.S. § 42-14251]. 
• Private car companies [A.R.S. § 42-14301]. 
• Railroad companies [A.R.S. § 42-14351]. 
• Telecommunications companies [A.R.S. § 42-14401]. 
• Airport fuel delivery companies [A.R.S. § 42-14501].    

 
Equalization of Valuations.  DOR is authorized by statute to examine property valuations for inequities between or 
within counties and classifications and to issue equalization orders to ensure that all property in the state is 
appropriately valued [A.R.S. § 42-13251].  To this end, DOR conducts sales ratio studies to determine whether 
properties are valued fairly or not [A.R.S. § 42-13005].  County assessors affected by an equalization order may 
appeal to the State Board of Tax Appeals [A.R.S. § 42-16159]. 
 
EXEMPTIONS  
 
All property in Arizona is subject to taxation unless exempted by law.  The exemptions are provided in Article 9, 
Sections 2, 2.1, and 2.2 of the Arizona Constitution, and are summarized in Table 5 below.  Arizona Revised 
Statutes further define the property tax exemptions provided by the Arizona Constitution.  As a general rule, under 
Arizona law, property classification is based on the use of the property by the owner, whereas property exemption 
is provided based on the ownership of the property.  All exemptions currently listed in statutes are displayed in 
Table 6 below. 
 
Table 5  
  

PROPERTY TAX EXEMPTIONS AUTHORIZED BY THE ARIZONA CONSTITUTION 
   
Article Section Exemption 

9 2 Federal, state, county, and municipal properties 
 2 Property owned by non-profit educational, charitable, and religious organizations  
 2 Public debts (i.e., bonds of Arizona, its counties, municipalities, or other subdivisions) 
 2 Household goods owned by the user and used solely for non-commercial purposes 
 2 Inventory of materials, parts, and products owned by a retailer or wholesaler for resale 

purposes 
 2 The first $50,000 of full cash value for business and agricultural personal property 1/ 
 2 Property of cemeteries 
 2 Property of widows 
 2.1 Property of widowers 
 2.2 Property of disabled persons 

____________ 
1/ Pursuant to A.R.S. § 42-11127(B), the maximum amount of the exemption is increased each year to account for inflation.  For 

TY 2020, the maximum amount of the exemption is $185,811.  Laws 2012, Chapter 343 changed the calculation of the 
maximum exemption amount, beginning in TY 2013.  Under Chapter 343, the maximum exemption is calculated based on 
the percentage increase in the Employment Cost Index in the 2 most recent years rather than only the most recent year.  
Additionally, this amount is calculated as if Chapter 343 had been continuously in effect since 1997.  As a result of Chapter 
343, the maximum exemption increased from $68,079 in TY 2012 to $133,868 in TY 2013. 
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Table 6  
  

PROPERTY TAX EXEMPTIONS FURTHER DEFINED BY ARIZONA REVISED STATUTES 
   
Title Section Exemption 
42 11102 Government property 

 11103 Government bonded indebtedness 
 11104 Education and library property 
 11105 Health care property 
 11106 Apartments for elderly or handicapped residents 
 11107 Institutions for relief of indigent or afflicted 
 11108 Grounds and buildings owned by agricultural societies 
 11109 Religious property 
 11110 Cemeteries 
 11111 Property of widows, widowers, and disabled persons 
 11112 Observatories 
 11113 Land and buildings owned by animal control and humane societies 
 11114 Property held for conveyance as parkland 
 11115 Property held to preserve or protect scientific resources 
 11116 Property of arts and science organizations 
 11117 Property of volunteer fire departments 
 11118 Social welfare and quasi-governmental service property 
 11119 Property of volunteer roadway cleanup and beautification organizations 
 11120 Property of veterans’ organizations 
 11121 Property of charitable community service organizations 
 11122 Trading commodities 
 11123 Animal and poultry feed 
 11124 Possessory interests for educational or charitable activities 
 11125 Inventory, materials, and products 
 11126 Production livestock and animals 
 11127 Personal property 
 11128 Personal property in transit 
 11129 Property of fraternal societies 
 11130 Property of public library organizations 
 11131 Property providing low income rental housing for Indians 
 11132 Property leased to an educational institution 
 11132.01 Property leased to a church, religious assembly or religious institution 
 11133 Low income housing projects. 
 
As noted earlier, Article 20, Section 5 of the Arizona Constitution provides that property owned by Indians, when 
such property is located within an Indian reservation or has been acquired under an act of Congress, is exempted 
from taxation. 
 
RATE 
 
The tax rates for primary and secondary property taxes are determined by each individual taxing jurisdiction in the 
state.  The rates vary considerably among the state’s taxing authorities, as reflected in the total average tax rate by 
county shown in Table 7 below.  (Note that a taxing authority is required by statute to determine the tax rate, 
rounded to 4 decimal places, on each $100 of NAV [A.R.S. § 42-17151]). 
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Table 7     
 

TOTAL COMBINED PRIMARY AND SECONDARY AVERAGE TAX RATE PER $100 NAV 
         
County TY 2019 TY 2018 TY 2017 TY 2016 TY 2015 TY 2014 TY 2013 TY 2012 
Apache $6.78 $6.61 $6.75 $6.17 $6.03 $5.87 $5.47 $5.37 
Cochise $13.12 $13.05 $13.27 $12.78 $13.11 $12.72 $11.37 $11.06 
Coconino $9.08 $9.27 $9.30 $9.54 $9.51 $9.23 $9.14 $8.36 
Gila $13.76 $13.74 $13.59 $13.38 $13.10 $13.95 $13.50 $12.50 
Graham $12.52 $12.59 $12.08 $11.96 $11.46 $12.10 $12.04 $10.67 
Greenlee $3.95 $3.89 $4.00 $4.10 $3.94 $3.94 $4.31 $3.84 
Maricopa $12.17 $12.38 $12.43 $12.74 $12.48 $12.41 $12.46 $11.71 
Mohave $10.69 $11.02 $11.19 $10.74 $11.03 $11.26 $10.87 $10.27 
Navajo $11.03 $11.06 $10.96 $10.81 $10.31 $10.20 $9.96 $9.16 
Pima $15.14 $15.45 $16.01 $15.91 $15.91 $15.79 $14.91 $14.05 
Pinal $14.85 $15.22 $15.46 $15.53 $16.05 $15.69 $15.72 $14.31 
Santa Cruz $13.08 $13.09 $13.06 $13.10 $12.99 $13.11 $12.85 $11.74 
Yavapai $10.57 $10.65 $10.85 $11.13 $11.21 $11.20 $11.09 $10.15 
Yuma $13.29 $13.27 $13.34 $14.01 $13.19 $12.33 $12.47 $11.56 
La Paz $11.38 $10.63 $11.07 $10.81 $11.03 $10.77 $9.96 $9.44 
         
State of Arizona $12.41 $12.62 $12.75 $12.95 $12.77 $12.67 $12.54 $11.75 
         
SOURCE:  DOR     

 
Unlike local government entities, the state does not levy property taxes due to the repeal of the state property tax 
in 1996 [Laws 1996, 7th Special Session, Chapter 2].  However, statute requires that the counties levy and collect 
certain primary property taxes, which are transmitted to the state in order to aid in school financial assistance.  
First, each county is required (pursuant to A.R.S. § 15-991.01) to levy a primary tax on property not located in a 
school district (“unorganized district”) at a rate equal to 50% of the qualifying tax rate (QTR) used to calculate state 
equalization assistance for unified school districts.  Second, each county is also required (pursuant to A.R.S. § 15-
992) to levy an additional primary tax in school districts that are ineligible for state equalization assistance (“zero-
aid districts”).  This additional tax rate, referred to as the minimum qualifying tax rate (MQTR), is determined 
based on the difference between the levy that would be produced by 50% of the zero-aid district’s applicable QTR 
and its “equalization base.”  (Under the statutory K-12 funding formula, each school district is provided a certain 
amount of funding based on its student count and other factors.  This funding amount is referred to as the 
district’s equalization base.)  If the levy produced by 50% of the district’s applicable QTR is equal to or less than its 
equalization base, the MQTR will not be levied in such zero-aid district.  Otherwise, the MQTR will be levied at a 
rate such that the additional tax generates an amount equal to the difference between 50% of the zero-aid 
district’s QTR and its equalization base.  Although the additional taxes levied in unorganized districts and certain 
zero-aid school districts are collected by the counties, these monies are later transmitted to the state for deposit 
into the General Fund. 
 
In addition to the additional primary tax levied on property in unorganized districts and some zero-aid school 
districts, each county is also required to levy and collect the “state equalization assistance property tax” on all 
property within the county [A.R.S. § 15-994].  The monies collected from this state-mandated tax are apportioned 
to each school district within the county.  The state equalization tax along with qualifying tax comprises the “local 
share” of the statutory K-12 funding formula.  The K-12 tax rates used in the statutory school funding (“Basic State 
Aid”) formula are shown in Table 8 below. 



Property Tax 

- 110 - 

 

Table 8 
 

K-12 TAX RATES PER $100 NAV 
 

 Qualifying Tax Rate (QTR)  State Equalization Rate 
     Fiscal Year Unified School Districts Non-Unified School Districts  All School Districts  

2021 $3.6742 $1.8371  $0.4426 
2020 $3.7908 $1.8954  $0.4566 
2019 $3.9358 $1.9679  $0.4741 
2018 $4.0468 $2.0234  $0.4875 
2017 $4.1586 $2.0793  $0.5010 
2016 $4.1954 $2.0977  $0.5054 
2015 $4.2246 $2.1123  $0.5089 
2014 $4.2530 $2.1265  $0.5123 
2013 $3.9170 $1.9585  $0.4717 
2012 $3.5364 $1.7682  $0.4259 

      
A.R.S. § 15-971.  Equalization Assistance (“Basic State Aid”).  The purpose of the basic state aid formula is to 
establish a comparable funding amount per pupil in each school district.  The funding formula consists of a local 
share and a state share.  The local share represents the amount of budgeted expenditures financed by the district’s 
own property tax.  The state share is simply the amount of spending not covered by the district’s property tax.  
This means that anything that causes the local share to decrease, such as a reduction in NAV or the QTR and/or 
State Equalization rate, will cause the state share (i.e., basic state aid) to increase by the same amount. 
 
A.R.S. § 15-972.  Additional State Aid (“Homeowner’s Property Tax Rebate”).  In return for reducing the FY 2017 
school district primary tax levy for primary residential properties (Class 3) by 47.19%, the state appropriates an 
amount equal to the tax rebate to the same districts.  This aid, which is in addition to basic state aid, is limited to 
$600 per parcel.   
 
Beginning in FY 2012, Laws 2010, 7th Special Session, Chapter 8 limits the Homeowner’s Rebate to the lesser of the 
QTR or the school district’s primary property tax rate.  The tax rate levied by districts for primary property taxes is 
further reduced on individual parcels of residential property if the combined primary property tax levy exceeds 1% 
of the parcel’s limited property value (see Tax Limitations section).   
 
Laws 2011, 2nd Special Session, Chapter 1 increased the Homeowner’s Rebate percentage for FY 2014 through FY 
2017 by an amount determined by DOR.  The purpose of the rebate increase was to offset the property tax shift to 
homeowners that would otherwise occur as a result of the reduced assessment ratios for commercial (Class 1) and 
agricultural (Class 2) property under Chapter 1.  As a result of this act, the Homeowner’s Rebate percentage was 
increased to 47.19%, beginning in FY 2017.  
 
A.R.S. § 41-1276.  Truth in Taxation for Equalization Assistance.  Absent any tax rate changes, a property owner’s 
tax liability changes whenever the valuation of his property changes.  The purpose of truth in taxation (TNT) is to 
prevent such a change in property tax liability by adjusting the tax rate commensurately.  Prior to the enactment of 
TNT (Laws 1998, Chapter 153), the state received monies from a primary property tax rate of $2.20 per $100 NAV 
levied in unorganized districts, and up to $2.20 per $100 NAV in MQTR districts.  The equalization tax rate was 
$0.53 per $100 NAV.  However, starting in FY 2000, these tax rates have been adjusted each year to offset the 
statewide appreciation or depreciation of property, as reflected in Table 8 above.  Note that since these tax rates 
are used both for collecting property taxes and for disbursing basic state aid, the annual TNT rate adjustments 
affect both General Fund revenues and General Fund expenditures. 
 
In addition to the K-12 property tax rates shown in Table 8, which help fund the Basic State Aid formula, school 
districts may establish property tax rates to fund “overrides,” bonds, and certain other miscellaneous costs:   
 
K-12 Budget Overrides 
Voter-approved K-12 budget overrides allow school districts to spend more than would be permitted under 
statutory budget limits, such as the “Revenue Control Limit” (RCL) defined in A.R.S. § 15-947.  The 3 types of K-12 
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budget overrides are (1) Maintenance and Operation (M&O) overrides, (2) “special program” overrides, and (3) 
capital overrides.  M&O and “special program” overrides combined cannot exceed 15% of a school district’s RCL 
and capital overrides are separately capped at 10% of a district’s RCL.  Revenues from M&O overrides may be 
spent on any M&O expenditure, whereas revenues from “special program” overrides and capital overrides must be 
spent only on “special programs” or capital improvements, respectively.  All 3 types of overrides may be approved 
for a maximum of 7 years and are funded with secondary property tax revenues. 
 
K-12 Bonding 
A.R.S. § 15-1021 authorizes school districts to issue voter-approved bonds for long-term capital needs, such as 
school construction and renovation.  Article 9, Section 8.1 of the State Constitution caps a unified school district’s 
bonded indebtedness at 30% of its NAV for secondary tax purposes, but A.R.S. § 15-1021D further caps its “Class 
B” bonds (bonds issued after December 31, 1999) at 10% of its NAV.  The corresponding constitutional (Article 9, 
Section 8) and statutory (A.R.S. § 15-1021B) caps for non-unified school districts are 15% and 5% of NAV, 
respectively.  Laws 2013, 1st Special Session, Chapter 3 increases the Class B bonding capacity cap for unified school 
districts from 10% to 20% of NAV.  The Class B bonding capacity cap for non-unified school districts is increased 
from 5% to 10% of NAV.  The proceeds from K-12 bonds may only be used for expenditures listed in A.R.S. § 15-
491A3&4.  Bond debt service is funded with secondary property tax revenues. 
 
K-12 Miscellaneous Costs 
School districts may also establish property tax rates to fund desegregation programs and other miscellaneous 
costs authorized in A.R.S. § 15-910.  These rates do not require voter approval and are funded with primary, rather 
than secondary, property taxes. 
 
TAX LIMITATIONS 
 
The following constitutional provisions limit property taxation in Arizona: 
 
• Arizona Constitution, Article 9, Section 8.  “Local Debt Limits.”  The amount of General Obligation (GO) debt 

issued by a county, city, town, school district, or other municipal corporation is limited to 6% of the 
jurisdiction’s NAV.  The voters of a county, elementary or high school district may authorize additional debt for 
up to 15% of NAV.  (Pursuant Article 9, Section 8.1, unified school districts are allowed additional debt for up 
to 30% of NAV.)  The voters of a city or town may approve additional debt for up to 20% of NAV for providing 
services such as water, artificial lights, sewers, and for the acquisition and development of land for open space 
preserves, parks, playgrounds, and recreational facilities.  Proposition 104, which was approved by voters in 
November 2006, added the following list of items to be included within a city’s or town’s 20% debt limit:  
public safety, law enforcement, fire and emergency service facilities, and street and transportation facilities.  

• Arizona Constitution, Article 9, Section 18.  “The 1% Cap.”  The total amount of taxes collected on residential 
property (Class 3) for primary tax purposes is not allowed to exceed 1% of the parcel’s limited property value.  
Through FY 2015, the combined primary property taxes on a parcel of residential property that exceeded this 
limit was reduced through a commensurate increase in additional state aid to schools [A.R.S. § 15-972].  
Beginning in FY 2016, Laws 2015, Chapter 15 caps the state’s cost of the 1% Cap program to $1.0 million per 
county.  Additionally, Chapter 15 requires the Property Tax Oversight Commission to allocate the loss of state 
1% Cap funding among local taxing jurisdictions based on its determination of their pro rata shares of the 
overall 1% Cap exceedance.  The 2015 law was subsequently ruled unconstitutional by the Maricopa County 
Superior Court in May 2016.    

• Arizona Constitution, Article 9, Section 18.  “Limited Property Valuation.”  This constitutional provision 
imposes a limitation on increases in the value of real property and mobile homes, as described in the Revenue 
Base section. 

• Arizona Constitution, Article 9, Section 18.  “The Senior Property Valuation Freeze.”  An Arizona resident who 
meets the following requirements is eligible for a property valuation freeze on their home:  (1) is 65 years of 
age or older, (2) the home is their primary residence, (3) has lived in their home for at least 2 years, and (4) 
their gross income does not exceed 400% of the supplemental security income benefit rate.  If the 
homeowner meets these requirements, they can apply for a “property valuation protection option” from their 
county assessor.  The county assessor then fixes the value of the home at the full cash value in effect during 
the year the application was filed.  The value of the home will remain frozen for as long as the owner remains 
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eligible for the protection option.  To be eligible for the senior valuation protection option in 2020, the income 
cannot exceed $37,584 for single owners and $46,980 for 2 or more owners.   

• Arizona Constitution, Article 9, Section 19.  “The 2% Levy Limit.”  A city, town, county or community college 
district is not allowed to levy primary property taxes on existing property in excess of a 2% increase from the 
maximum allowable amount in the preceding tax year unless approved in an override election, as prescribed 
by A.R.S. § 42-17201 through 42-17203.  Proposition 101, which was approved by voters in November 2006, 
changed the base year used to calculate the levy limits of cities, towns, counties, and community colleges from 
1980 to 2005.  By resetting the base year to 2005, Proposition 101 eliminated any unused taxing capacity of 
such taxing jurisdictions as of TY 2005.  Any unused taxing capacity accumulated after TY 2005 is carried 
forward to subsequent years.  (Note that the 2% levy limit does not apply to school districts.) 

 
The following statutory provisions limit property taxation in Arizona: 
 
• Truth in Taxation Levy for Equalization Assistance to Schools.  The QTR and the state equalization tax rate, the 

2 statutory K-12 tax rates used to determine basic state aid for school districts, are required to be adjusted 
each year to offset the statewide valuation increase or decrease of existing property.  The statutory K-12 tax 
rates cannot exceed the TNT rates provided under this statute unless the Legislature overrides them by a two-
thirds vote [A.R.S. § 41-1276].   

• Truth in Taxation Base Limit for School Expenditures outside the Budget Limit.  Each school district is required 
to determine a TNT base limit for expenditures (desegregation, dropout prevention, excess utilities, vocational 
education, and small school adjustments) not paid for by the statutory K-12 tax rates.  Any school district that 
budgets an amount that exceeds its TNT base limit (or levies any amount for adjacent ways or liabilities in 
excess) is required to issue a special TNT notice that includes information on the resulting property tax 
increase [A.R.S. § 15-905.01]. 

• Truth in Taxation Levy for Counties, Cities, and Towns.  Any county, city, or town that proposes a primary 
property tax levy, excluding amounts attributable to new construction, which exceeds the preceding year’s 
levy, is required to issue a special TNT notice that includes information on the property prior to and after the 
increase.  The levy equals net assessed valuation of existing property for primary tax purposes divided by $100 
and multiplied by the primary tax rate.  If such taxing jurisdiction fails to comply with the requirements under 
this statute, it is not allowed to levy an amount that exceeds the preceding year’s levy, except for amounts 
attributable to new construction [A.R.S. § 42-17107]. 

• Truth in Taxation Levy for Community Colleges.  Any community college district that proposes a primary 
property tax levy, excluding amounts attributable to new construction, which exceeds the preceding year’s 
levy, is required to issue a special TNT notice that includes information on the resulting property tax increase.  
If a district fails to comply with the requirements under this statute, it is not allowed to levy an amount that 
exceeds the preceding year’s levy, except for amounts attributable to new construction [A.R.S. § 15-1461.01]. 

 
Note that while a county, city, town, or community college district may exceed its TNT levy, it can never exceed its 
constitutional levy limit.   
 
Elderly Assistance Fund 
The Board of Supervisors in a county with a population of more than 2 million is authorized by statute to establish 
a fund to reduce the property tax of qualified elderly taxpayers [A.R.S. § 42-17401].  In February 2007, the 
Maricopa County Board of Supervisors established the Elderly Assistance Fund (EAF), which has since been 
administered by the Maricopa County Treasurer’s Office.  Qualified applicants of the tax relief program are those 
who have limited income, live within an organized school district, and have enrolled in the Seniors Valuation 
Protection Program.   
 
Through FY 2015, the EAF received its funding from some of the proceeds resulting from the Arizona tax lien sales 
held in February of each year by the Maricopa County Treasurer’s Office.  Beginning in FY 2016, Laws 2015, 
Chapter 324 disallows this funding mechanism but permits existing monies in EAF to be used to fund the Elderly 
Assistance Program.   
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Laws 2016, Chapter 125 specifies that the Maricopa County Board of Supervisors must spend the remaining 
monies in EAF after December 31, 2015 solely on the Elderly Assistance Program.  In addition, Chapter 125 
requires that any subsequent appropriations made to EAF must be spent solely on the Program. 
 
TAX ADMINISTRATION 
 
Valuation Year versus Tax Year.  Under Arizona law, the valuation year for locally assessed real property and 
centrally valued property is the calendar year preceding the year in which the taxes are levied.  In other words, the 
tax year lags the valuation year by 1 year.  By contrast, for locally assessed personal property, the valuation year is 
the calendar year in which the taxes are levied [A.R.S. § 42-11001].  However, because of the payment schedule in 
Arizona (see Payment Schedule section below), real and personal property taxes are always collected in the fiscal 
year immediately following the tax year.  For real property, this means that the valuation year precedes the tax 
year by 1 year and the fiscal year by 2 years.  The relationship of the valuation year and tax year to FY 2021 is 
summarized in Table 9 below. 
 
 

Table 9 
 

PROPERTY VALUATION AND TAXATION CALENDAR 
 

Type of Property Valuation Years 2019 & 2020 
(When Tax Base Is Determined) 

Tax Year 2020 
(When Tax Rate Is Determined) 

Fiscal Year 2021 
(When Tax Is Due and Payable) 

Locally Assessed Real Property 
(Old Construction) January 1, 2019 August 19, 2020 

October 1, 2020 and 
March 1, 2021 

    
Locally Assessed Real Property 

(New Construction) 
October 1, 2018 through 

September 30, 2019 August 19, 2020 
October 1, 2020 and 

March 1, 2021 
    
Locally Assessed Personal 

Property January 1, 2020 August 19, 2020 
October 1, 2020 and 

March 1, 2021 
    

Centrally Valued Property January 1, 2019 August 19, 2020 
October 1, 2020 and 

March 1, 2021 
 

 
As shown in the table above, the valuation date for existing property is always January 1 of the valuation year 
[A.R.S. § 42-11001].  This means that for real property, the period between when the parcel’s initial value is 
determined (January 1) and its tax is due and payable (March 1) is more than 2 years.  For new construction, the 
valuation date is between October 1 in the year preceding valuation year and September 30 of the valuation year 
[A.R.S. § 42-15105].  The property tax rates are always set on or before the third Monday in August of the tax year. 
 
DOR values all centrally valued properties such as utilities, mines, airlines, and railroads [A.R.S. § 42-14002].  DOR 
must notify the property owners by June 15 of the initial full cash value established.  The property owner then has 
until July 15 to file an application to appear before DOR and be heard concerning the full cash value determined.  If 
the property owner is not satisfied with DOR’s valuation, they can appeal to either the State Board of Equalization 
[A.R.S. § 42-16158] by October 1 or directly to the Superior Court [A.R.S. § 42-16204] by December 15.   
 
The county assessors are responsible for the valuation of all properties not valued by the state.  The assessor must 
notify the real property owners through a “Notice of Value” form by March 1 of the initial values of existing 
properties for the following tax year [A.R.S. § 42-15101].  The taxpayer then has 60 days to appeal to the assessor 
[A.R.S. § 42-16051].  The assessor must rule on these appeals by August 15 [A.R.S. § 42-16055].  The property 
owner then has 25 days to appeal to the State Board of Equalization for property located in Maricopa or Pima 
County or the County Board of Supervisors for property located in other counties [A.R.S. § 42-16105].  The county 
or state board must rule on these appeals by October 15 [A.R.S. § 42-16108].  If the taxpayers are still unsatisfied 
with the result, they may directly appeal to the state tax court within 60 days after the mailing of the decision, or 
by December 15, whichever is later [A.R.S. § 42-16202]. 
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For new construction, additions to, deletions from, or splits or consolidations of assessment parcels, or changes to 
the use of real property resulting in a change of legal classification, the county assessor is required to notify the 
property owners of the initial values through a “Notice of Change” form by September 30 of the valuation year.  
The Notice of Change applies to property changes that occurred after September 30 of the year preceding the 
valuation year and before October 1 of the valuation year.  As with the Notice of Value, the valuation year for the 
Notice of Change is defined as the calendar year preceding the year in which taxes are levied [A.R.S. § 42-15105].  
Within 25 days after the date of the assessor’s Notice of Change, the owner may file an appeal to the County Board 
of Equalization or the State Board of Equalization, whichever is applicable.  The Board of Equalization must issue a 
ruling on or before the third Friday in November.  The taxpayer then has 60 days to appeal to the state tax court 
[A.R.S. § 42-16205]. 
 
On or before February 10, each county assessor is required to provide the staff of JLBC and the Governor’s Office 
of Strategic Planning and Budgeting (OSPB) the property values used to compute the TNT Rates for Equalization 
Assistance to School Districts [A.R.S. § 42-17052C].   
 
On or before February 10, the governing board of each fire district is required to transmit to the Property Tax 
Oversight Commission the total assessed value of all property annexed by the district in the preceding calendar 
year [A.R.S. § 42-17052D]. 
 
Collections.  The lieu taxes on private car companies and airline flight property are collected by DOR [A.R.S. § 42-
14308 and § 42-14255].  All other property taxes are collected by the county treasurers [A.R.S. § 42-18001].  
Property taxes collected by the county treasurers must be apportioned to the taxing districts at the end of each 
month.  Any property taxes apportioned to the state must be remitted to the State Treasurer by the 15th day of the 
following month [A.R.S. § 35-145]. 
 
PAYMENT SCHEDULE 
 
Normally, one-half of the tax on real and personal property is due and payable on October 1 of the tax year, unless 
the total amount of the tax due is $100 or less, in which case the full amount of the tax is due and delinquent after 
November 1.  The remaining one-half of the tax is due on March 1 of the year following the tax year and 
delinquent after May 1 [A.R.S. § 42-18052].  Both of these payments fall in the same fiscal year. 
 
IMPACT OF STATUTORY CHANGES 
 
The following section is a summary by year of statutory changes that have been enacted by the Legislature since 
2014.  As noted previously, due to the repeal of the state property tax in 1996 (Laws 1996, 7th Special Session, 
Chapter 2), the state no longer levies a property tax.  For this reason, property tax legislation primarily affects the 
state General Fund through its impact on Arizona Department of Education (ADE) expenditures.  Under the K-12 
funding formula, the state must offset any loss of local property tax revenue by a commensurate increase in ADE 
state aid to schools.  
 
2020 LAWS 
 
Laws 2020, Chapter 11 requires the county treasurer to mail the statement of taxes due to the owners of a 
mortgaged property by November 1.  In addition, the statement must separately list the amount of primary and 
secondary taxes applicable to the property that is due to each taxing jurisdiction and, if applicable, the amount of 
additional state aid to school districts provided to class 3 property.  (Effective from August 25, 2020) 
 
2019 LAWS 
 
Laws 2019, Chapter 31 makes several changes to the procedures used for the sale of tax liens by county 
treasurers.  Most notably, Chapter 31 allows a county treasurer to prohibit a purchaser who failed to pay the 
amount due on a closed tax lien sale from purchasing tax liens from any county in Arizona for up to 1 year. 
(Effective from August 27, 2019) 
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Laws 2019, Chapter 49 allows inactive or partially inactive agricultural land due to partial reduction in water supply 
or irrigation district water allotment to be eligible for classification as property used for agricultural purposes (Class 
2).  (Effective from August 27, 2019) 
 
Laws 2019, Chapter 167 requires the county treasurer to mail a statement of taxes due to the owners of a 
mortgaged property and when requested send a statement to the lender.  (Effective from August 27, 2019)   
 
Laws 2019, Chapter 208 exempts property owned by a nonprofit Residential Treatment Center from property 
taxation.  Property that is leased to but not owned by a nonprofit Residential Treatment Center is assessed and 
taxed as Class 9 property.  (Effective retroactively from January 1, 2019)  
 
Laws 2019, Chapter 225 provides that tax-exempt personal property is not required to be reported to the county 
assessor.  (Effective from August 27, 2019) 
 
Laws 2019, Chapter 249 requires that possessory improvements qualify for a limited property value and are valued 
as real property.  Chapter 249 defines possessory improvement as all residential, commercial and industrial 
buildings, together with appurtenant awnings, decks, docks, garages, carports, storage or other incidental 
buildings located on federal, state, county or municipal property or the property of another political subdivision of 
Arizona that is owned by a nongovernmental possessor.   (Effective from August 27, 2019) 
 
Laws 2019, Chapter 291 establishes an appraisal method for solar energy devices such that the value is set at the 
device's taxable original cost minus a 10-year accelerated depreciation schedule.  In addition, businesses that own 
solar energy devices are required to annually report the cost for property valuation purposes.  The appraisal 
method provided by Chapter 291 applies to solar energy devices for all tax years preceding the act's effective date.  
In practice, this is for tax years 2015 through 2018.  (Effective from August 27, 2019) 
 
Laws 2019, Chapter 294 defines "agritourism" and sets criteria for it to be classified as Class 2 agricultural real 
property.  Agritourism under Chapter 294 is defined as any activity that allows members of the public to view, 
enjoy and participate in rural activities for recreational or educational purposes.  (Effective from August 27, 2019) 
 
Laws 2019, Chapter 303 includes outstanding fees in the sale of a tax lien property and specifies that the 
expiration date to foreclose on a tax lien property is determined by the original certificate of purchase.  (Effective 
from August 27, 2019) 
 
Laws 2019, Chapter 306 makes changes to the "Rule B" calculation for purposes of determining a property's 
Limited Property Value (LPV) when such property has been modified by construction, destruction or demolition.  
Under "Rule B," a parcel’s limited value is established at a level or percentage that is commensurate to the 
relationship of LPV to Full Cash Value (FCV) of other properties of the same or similar use or legal classification.  
Prior to Chapter 306, guidelines issued by the Department of Revenue stipulated that "Rule B" applied when 
modification to a property resulting from construction, destruction of demolition equaled 10% or more of the prior 
valuation year's FCV for that property.  If the value of such modification was less than 10%, Rule A applied.  
Chapter 306 provides that the Rule B calculation be applied when the value of the modification resulting from 
construction, destruction, or demolition is 15% or greater that the property's FCV in the preceding valuation year.  
(Effective from August 27, 2019) 
 
Laws 2019, Chapter 308 modifies some of the conditions to qualify for tax exempt low-income housing.  (Effective 
from August 27, 2019) 
 
2018 LAWS 
 
Laws 2018, Chapter 73 prohibits the court from setting the full cash value of real property in a property tax appeal 
to be greater than the amount appealed by the taxpayer to the Board of Equalization.  This was an emergency 
measure signed by the Governor on March 23, 2018.  (Chapter 73 applies retroactively to property tax appeals 
filed after December 31, 2016) 
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2015 LAWS 
 
Laws 2015, Chapter 49 exempts property leased to a religious institution by an educational, religious, or charitable 
organization and used primarily for religious worship from taxation.  Additionally, Chapter 49 provides that 
property leased by any other entity to a religious institution and used primarily for religious worship be assessed as 
Class 9 property, which uses a 1% assessment ratio.  Chapter 49 is expected to increase ADE expenditures by an 
estimated $300,000, beginning in FY 2017.  (Effective July 3, 2015) 
 
Laws 2015, Chapter 98 alters various dates regarding notice of the establishment or change in taxing boundaries. 
(Effective July 3, 2015) 
 
Laws 2015, Chapter 221 requires the Property Tax Oversight Commission to review secondary property tax levies 
for each county, city, town, and community college district.  (Effective January 1, 2016) 
 
Laws 2015, Chapter 324 removes a provision that requires county treasurers in counties with an established 
Elderly Assistance Fund (EAF) to deposit a portion of the monies received from the proceeds of tax lien sales into 
the EAF.  Although Chapter 324 effectively removes the funding mechanism for EAF, it includes an intent clause 
that allows existing monies in the fund to be used to fund the Elderly Assistance program.  (Effective July 3, 2015) 
 
2014 LAWS 
 
Laws 2014, Chapter 209 requires each county school superintendent to certify in writing to the Property Tax 
Oversight Commission on or before July 25 of each year the amount of the minimum qualifying tax levied for each 
school district in the upcoming fiscal year.  The Property Tax Oversight Commission is required to review the 
accuracy of the minimum qualifying tax rate and levy calculated by the county school superintendent.  (Effective 
July 24, 2014) 
 
Laws 2014, Chapter 264 modifies the calculation of depreciated cost for the purpose of determining the value of 
renewable energy equipment.  Additionally, Chapter 264 also limits the assessed value of land with abandoned 
renewable energy equipment.  The reduction in property values resulting from the legislation is estimated to 
increase General Fund expenditures for the ADE by $300,000, beginning in FY 2016.  (Effective July 24, 2014) 
 
A listing of statutory changes prior to the 2014 legislative session is available on the JLBC website located at 
http://www.azleg.gov/jlbc/20taxbook/20taxbk.pdf.   
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	$8,323,288
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	The following statutory changes levied biennial assessments against each consortium of public service corporations and municipal corporations engaged in constructing or operating a commercial nuclear generating station.  The assessment amounts were th...
	Laws 2017, Chapter 313 transferred the responsibilities of the Arizona Radiation Regulatory Agency (ARRA) to the Department of Health Services (DHS) effective January 1, 2018. As a result, a portion of ARRA's FY 2018 NEMF appropriation and the entiret...
	Laws 2017, Chapter 313 transferred the responsibilities of the Arizona Radiation Regulatory Agency (ARRA) to the Department of Health Services (DHS) effective January 1, 2018. As a result, a portion of ARRA's FY 2018 NEMF appropriation and the entiret...
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	Laws 2017, Chapter 120 limits the length of a lease for a property with an abated GPLET approved by the governing body of the government lessor through a development agreement, ordinance or resolution after December 31, 2016 to 8 years.  Additionally,...
	Laws 2017, Chapter 120 limits the length of a lease for a property with an abated GPLET approved by the governing body of the government lessor through a development agreement, ordinance or resolution after December 31, 2016 to 8 years.  Additionally,...
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	Table 1
	COLLECTIONS

	Net Collections
	Table 2
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	Fiscal Year
	State General
	Fund
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	Fund
	MVD
	Local
	Governments 2/
	DPS Parity
	Comp Fund
	Net Collections
	$33,124,601
	$191,273,551
	$28,632,555
	$797,171,355
	$3,543,388
	$1,053,745,450
	$51,213,367
	$176,389,479
	$32,271,808
	$781,612,168
	$3,532,385
	$1,045,019,207
	$9,047,112
	$186,164,005
	$31,547,056
	$760,041,747
	$3,339,501
	$990,139,421
	$8,378,583
	$177,280,870
	$29,658,748
	$721,286,730
	$3,161,827
	$939,766,758
	$7,447,186
	$167,311,596
	$27,010,326
	$677,099,368
	$2,972,948
	$881,841,424
	$6,956,810
	$158,315,406
	$23,469,044
	$632,404,919
	$2,770,684
	$823,916,863
	$6,401,486
	$149,551,575
	$21,821,576
	$596,259,670
	$2,616,160
	$776,650,468
	$6,091,579
	$141,182,351
	$19,696,323
	$558,873,217
	$2,447,220
	$728,290,689
	$111,110,374
	$86,559,610
	$18,666,754
	$497,354,125
	$2,396,078
	$716,086,941
	$47,278,118
	$121,085,125
	$17,436,109
	$531,081,982
	$2,399,328
	$719,280,662
	$45,955,022
	$126,415,528
	$16,046,738
	$545,063,803
	$2,491,798
	$735,972,889
	$68,637,851
	$129,031,249
	$16,060,465
	$580,992,141
	$1,962,081
	$796,683,787
	$2,269,219
	$175,782,821
	$16,304,558
	$661,705,985
	$2,913,415
	$858,975,998
	$684,102
	$180,569,892
	$15,524,579
	$675,984,843
	$2,982,792
	$875,746,210
	$585,136
	$172,515,319
	$13,901,699
	$642,162,540
	$2,693,307
	$831,950,743
	$135,073,829
	$36,758,445
	$11,329,742
	$563,851,390
	$747,013,406
	$800,278
	$148,436,587
	$9,667,114
	$536,421,948
	$695,325,929
	____________
	10/ In FY 2013, there was a distribution in the amount of $4.2 million of the State Highway Fund share of the HURF portion of the VLT monies to the General Fund.  Additionally, there were allocations to the General Fund of approximately $1.0 million for school financial assistance and about $855,900 from the MVD Registration Compliance program.
	11/ In FY 2012, there was a one-time distribution in the amount of $109.1 million of the State Highway Fund share of the HURF portion of the VLT monies to the General Fund.  Additionally, there were allocations to the General Fund of approximately $1.3 million for school financial assistance and about $700,000 from the MVD Registration Compliance program.
	12/ In FY 2011, there was a one-time distribution in the amount of $44.6 million of the State Highway Fund share of the HURF portion of the VLT monies to the General Fund. Additionally, there were allocations to the General Fund of $1.6 million for school financial assistance and $1.1 million from the MVD Registration Compliance program.
	13/ In FY 2010, there was a one-time distribution in the amount of $43.8 million of the State Highway Fund share of the HURF portion of the VLT monies to the General Fund.  Additionally, there were allocations to the General Fund of $1.0 million for school financial assistance and $1.2 million from the MVD Registration Compliance program.
	14/ In FY 2009, there was a one-time distribution in the amount of $67.0 million of the State Highway Fund share of the HURF portion of the VLT monies to the General Fund.  Additionally, there were allocations to the General Fund of $600,000 for school financial assistance and $1.0 million from the MVD Registration Compliance program. 
	15/ This amount includes allocations to the General Fund of $900,000 for school financial assistance and $1.4 million from the MVD Registration Compliance program. 
	SOURCE:  ADOT, Office of Financial Planning.
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	Persons, firms, partnerships, corporations, or associations applying for a pari-mutuel permit are not charged a permit fee.  Instead, the Division of Racing charges an annual licensing fee of $150 to the following individuals representing permit appli...
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	 Amends Laws 2015, Chapter 247 to permit reimbursement up to $1.0 million per facility for corrective actions conducted between July 1, 2010 and December 31, 2016 for releases that were properly reported and confirmed before federal responsibility re...
	 Amends Laws 2015, Chapter 247 to permit reimbursement up to $1.0 million per facility for corrective actions conducted between July 1, 2010 and December 31, 2016 for releases that were properly reported and confirmed before federal responsibility re...
	 Amends Laws 2015, Chapter 247 to permit an owner or operator that satisfies the federal reporting requirements through insurance to receive additional corrective action reimbursement for work conducted on or after January 1, 2016 without filing a ti...
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	Voluntary Contribution Funds
	Laws 1984, Chapter 76 provided for taxpayers to designate an amount of their income tax refund as a voluntary contribution to the Arizona Game, Non-Game, Fish and Endangered Species Fund.  Laws 1985, Chapter 59 established a permanent check-off provis...
	Laws 1984, Chapter 76 provided for taxpayers to designate an amount of their income tax refund as a voluntary contribution to the Arizona Game, Non-Game, Fish and Endangered Species Fund.  Laws 1985, Chapter 59 established a permanent check-off provis...
	Arizona statutes were amended in subsequent years to also include contributions to the Arizona Assistance for Education Fund, Domestic Violence Services Fund, Neighbors Helping Neighbors Fund, Special Olympics Fund, and National Guard Relief Fund.  Th...
	Arizona statutes were amended in subsequent years to also include contributions to the Arizona Assistance for Education Fund, Domestic Violence Services Fund, Neighbors Helping Neighbors Fund, Special Olympics Fund, and National Guard Relief Fund.  Th...
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	Laws 2017, Chapter 60 includes several provisions for electronic filing and payment of taxes to the Department of Revenue (DOR).  The act's individual income tax provisions are listed below.
	Laws 2017, Chapter 60 includes several provisions for electronic filing and payment of taxes to the Department of Revenue (DOR).  The act's individual income tax provisions are listed below.
	Laws 2017, Chapter 127 designates a business' conversion from one type of legal structure to another as a nontaxable event for purposes of calculating state income taxes, if the conversion does not include changes to a business' ownership interests or...
	Laws 2017, Chapter 127 designates a business' conversion from one type of legal structure to another as a nontaxable event for purposes of calculating state income taxes, if the conversion does not include changes to a business' ownership interests or...
	Laws 2017, Chapter 172 allows a taxpayer to voluntarily designate an amount to donate from their refund to the Spaying and Neutering of Animals Fund.  Money in the fund is allocated to qualifying organizations that aim to reduce pet overpopulation in ...
	Laws 2017, Chapter 172 allows a taxpayer to voluntarily designate an amount to donate from their refund to the Spaying and Neutering of Animals Fund.  Money in the fund is allocated to qualifying organizations that aim to reduce pet overpopulation in ...
	Laws 2017, Chapter 178 was a tax correction bill that made technical and clarifying changes to the Arizona Revised Statutes.  (Most provisions are effective from August 9, 2017 while others are effective from December 31, 2017).
	Laws 2017, Chapter 178 was a tax correction bill that made technical and clarifying changes to the Arizona Revised Statutes.  (Most provisions are effective from August 9, 2017 while others are effective from December 31, 2017).
	Laws 2017, Chapter 278 permits a business to subtract for income tax purposes the entire amount of business access expenditures incurred in a tax year to retrofit property in order to comply with the federal Americans with Disabilities Act of 1990.  T...
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